- _• - 1 ... -Ate.;. 


i>2, 




■ — ",- . 

j ><m 
-•“ *■. ; 
•>-* .. ■■-?oN' 

•*^ ; **& 

r-V:^^i v; 

JN ^ 1 

v> -r ** 

- 

’• -.c"3 

: •-• ■'V 

r.^ 

• , ' - ^ H 

, -V. *' -- r*;'< ‘ 

•• .*.;*£!< 
- . I 

; • .. _,*•>:>,• 


f v ~t* mat ftatf -. MAW ftWiMw . MS 
8aMbi "*■«*"* leM - »**« P mppw P~« 
Batatan IMMy '.UWMfld' om» 

(£dn» - CttWJortw . JOUMAnoa) » 79 

n«iat UKTIt Kona-. Was M Qur '• ■ Oftl&OO- 
Emot V BUB HtUbSAalli M« 

BnMd M . M CWnnoe; UMWanwat Stitt 

Mom Mtt Iib j v -UMB-SMn- '" HBffll 

attrrmv ottxaa UHu DM 3 

mw ••■ iwflff strbooo^ -.WHDSxtt . man 
Kiw.. mem, ..nM.v«ini ■*# 
toatsnd Krttt Msurk. HMtf TWM UtOMt 
tali ftoi Honey 'MMM Utter W 
vaionwiB »«wc»m omnuAe . dmj» 

FT Na . 31,487 . . . " T 

CTHE tTOfttCIAETIMS ^ ; . ' 


EUROPE’S BUSINESS NEWSPAPER 


,/^r 7 q \ 


FINANCIAL TIMES 


AIRLINES 

Spain swoops on 
Venezuelan carrier 
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World Nows 


Business Summary 


Yugoslav PM Carrefour 
warns rebel pays up to 
republics not FFr5.2bn for 
to secede rival retailer 


• -*'4. -lA 

• • • •• 

• : 






" r— .•£;• 

• ' IV.'; 


— Ti. 

" '--- 5 

“"5S 


"■ ; ■ -"-’ <«I- 




> : i\T.\ MO. 


r, v- r v 




\ . . 


Yugoslav primeminister Ante 
Marktmc warned of economic 
. catastrophe and violenl ethnic 
dashes If Croatia and Slovenia 
carry out {dans to declare inde- 
pendence from the federation 

this wee*. Be saW the federal 
government would use “all 
means available’ to prevent 

such a situation. Page 22 

Sumaau*s last chance 

White Boose chief of staff John 
Sunmm may he dh his last 
chance despite hie .weekend 
apology about Ms use of corpo- 
rate jets and other travel 
■ arrangements. Page 22 

US envoy to rwaign 

The US ambassador in Boon, 
Vernon Walters, 74, a military 
veteran who presided over Ger- 
man- American ties during: Ger- 
man reunification, said he was 
resigning. . 

Township Tflolmiro flares 

At least 20 people were killed 
in South Africa’s black town- 
ships in the 24. hours after rival 

^n tU parth^^ mny wiwntii and 

the white govonment agreed 
to join .forces, toiry to end the 
carnage. Page 4 ■ -. 

Civil servants comp l ain 

German civil servants, atnwwt 
by narhament’s decision to 
switch from Bonn to Berlin, 
are d emanding «wifwwwtinn 
for being forced to move 375 
miles to keep their jobs. Esti- 
mates criticised. Page 2 

Expo B e ef writer .safe 

Abdelmoumen Diouri, the 
Moroccan expelled ; 

by France to Gabon as he was 
about to publish a book on 
KtogHassan,ha8sablheis 
safe, healthy and not in prison. 

French poBce ontrlal • ■ 

Christian Prooteau, former 
head of Prance’s anti-terrorist . 
unit, went on trial in Paris 
with two colleagues oh charges 
of fabricating evidence against 
tbrae Irish citizens who were .. 

later cleared- -■ 

Biilijl^iiis coBkte 

Seventy^ people were hurt 
when two rush-hour trains col- 
lided at Brussels cmdzal sta- 
tion. Most of the Injured later 
left hospitaL - 

Third night o9 rfoting 

A third night of violence in 
the southern French town of - 
Narbonne left 14 riot police 
injured in dashes with youths 
of Algerian descent 

Hanoi looks west 

Vietnamese leader Nguyen 
Van £4nh told a communist 
party congress that Hanoi '* 
would seek closer ties with . 
nortcommunist countries In 
Asia and the west. Party vow. 
Page 4 • 

French ffights hit 

French air traffic controOerB 
staged their first nationwide, 
strike since forcing air- 
lines to hundreds of 

flights to domestic and Euro- 
pean destinations. Page 2 

Schwarzkopf's $5m deal 

Gulf War commander General ' 
Norman Schwarzkopf has sold 
the world rights of nis planned 
autobiography for a sum esti- 
mated at over 55m, the New 
York Times reported. 

Bora-sagain Albanians 

Some 100 Albanian children 
were baptised, formally enter- 
ing the Christian church in 
a country where afi forms of 
religion had been banned for 
24 years. 

Irish takas cleanest ;. 

Ireland’s lakes and beaches 
came out cleanest In an EC 
pollution survey which indi- 
cated that Community waters 
are improving. Page 8 - 

Rufino Tamayo dies 

Ruflno Tamayo, whose sensu- 
ous colours andsmxeaKstic 
imftg PfL marie Him rme'nf the 
century’s most acclaimed 
painters and moralists, died 
in Mexicb City, aged 9L 


CONTENTS 


CAR sales; Fiat, the Italian 
car maker, and Peugeot of 
France saw sales of new cars 
drop steeply in western Europe 
during the first five months 
of this year. Page 2 . 

HKIDELBERGKR Zement of 

Germany is to buy a 45 per 
cent stake in two of the largest 
Czech cement compan i es. Pra- 
gocement andCeva Kratov 
Dvur, for DM32m (817.7m) 
each. Page 6 

NIGERIA paid DM800m 
(8444.4m) towards the construc- 
tion of a DM2.4bn aluminium 
smelter, against the wishes . 
of international creditors who 
have demanded that the pref- 
ect be scrapped. Page 4 

PIRELLI, Italian tyres and 
cables group battling for con- - 
troi of Continental its German 
counterpart, played down sug- 
gestions that the removal of 
two top executives would 
improve chances of the merger 
Page 25 

DUSSELDORF Stock 
Exchange, Germany's second 
largest bourse, indicated its 
wiffin gness to pa r ticipate in 
the creation of a unified securi- 
ties trading, system, but held 
out for the continued separate 
existence of regional bourses. 
Page 28 

WACHOVIA Corporation, one 
of the leading banks in the US 
south-east, greatly extended 
its geographical reach with 
an agreement to acquire South 
Carolina National, the oldest 
and largest bank in South Car- 
olina; in a stock-swap agree- 
ment worth about $830m. ' 
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Carrefour, the leading French 
hypermarket group, is to pay 
up to FFr5.22bn (S850m) to take 
control of rival retailer 
EuromarcbA 
The company announced 
It had agreed to buy both Vinl 
prix a holding company which 
owns 53 per cental Euro- 
marchfi, and Euromarch6 itself. 


Tokyo moves to calm markets in wake of Nomura and Nikko resignations 

Japan considers 
rule change after 
broking scandal 


INTERNATIONAL Business 
Madrines has formed a strate- 
gic software alliance with 
Lotus Development, one of the 
leading publishers of personal 
computer software; under 
which IBM will market Lotus 
programs for electronic mail 
and local area network applica- 
tion. Page 23 

UK TRADE: A sharp deteriora- 
tion to Britain’s trade perfor- 
mance last month ha* 
Increased fears of a raring- 
import bill when the expected 
recovery takes place. The defi- 
cit on visible trade to May was 
a seasonally adjusted £l.lbn 
($L79bnJ compared with £858to 
to ApriL Page22 

EXJBR Industries, Texas-based 
maker of ptombtog, heating 
and ventilation equipment, 
which is the reluctant target 
of a 520-a-share takeover hid 
from Jacuzzi, the whirlpool 
bath maker owned by Britain’s 
Hanson group; has agreed to 
meet the company’s president 
to discuss the proposed acqui- 
sition. Page 24 

PILKINGTON: A successful 
bidder for the. UK glassmaker 
could be required to buy back 
char pq Hi gihmiiftriftB finr- 
£25Qm (8407m). Tlie potential 
“poison pfll” is revealed to the 
accounts for tbeyear to end 
March. Page 2a 

SOUTH Africa’s econmny 
shows- no signs of emer^ng 
from a 27-totmtii downswing, 
accmdihg to the Reserve Bank. 
Real gross domestic product 
fell by 1 percent to me first 
quarter erf 1991, the sixth con- - 
secntiTCqnarteriytfecItoe. 
Paged. ■■ 

OD^RECHT, Brazilian con- 
structioax, process plant, mto- 
ing and engineering groups 
plans to break into the UK off- 
shore oil and gas fabrication 
industry. An Odebrecht subsid- 
iary agreed to acquire SLP 
Engineering, a manufacturer 
of structures for the North Sea, 
from the UK’s George Wimpey. 
Page 23 


By Robert Thomson in Tokyo 

THE JAPANESE government 
sought to convince financial 
markets last night that the 
worst was over to a series of 
confidence-shaking scandals 
that led to the resignations 
yesterday of the presidents of 
two leading stockbrokers, 
Nomura Securities and Nikko 
Securities. 

Mr Rytoaro Hashimoto. the 
finance minister, said the gov- 
ernment was considering 
tighter controls over the secu- 
rities industry, which ^ been 
shamed by the surfacing of 
Unif< to crime syndicates and 
by confessions that favoured 
corporate customers were com- 
pensated for trading losses. 

Japanese financial institu- 
tions were shocked by the res- 
ignations of Mr Yoshihfea 
Tabuchi, Nomura’s president, 
and Mr Takuya Iwasaki, Nik- 
ko's president, «nrf by 
admissions from two other 
members of the Big Four gro u p 
of brokers - Daiwa Securities 
and Yamaicbi Securi- 
ties — that they had compen- 
sated nliairtft- 

fa response, the Tokyo stock 
market’s Nikkei average fell 
509.62 to 23.76SA6, and traders 
said long-term damag e had 
been done to investors’ confi- 
dence to the securities indus- 
try, which is now paying for 
ring c ommitted during an era 


Editorial Comment Page 20 

Observer ...Page 20 

A giant’s reputation 

in Jeopardy Page 21 

World stocks Page 41 


of financial excess to the late 
1380s. 

Ifre Finance Ministry consid- 
ered that the gangster links 
were more serious than the 
oomDensation of fa vo u red cli- 
ents, which Is apparently why 
Mr Tabuchi and Mr Iwasaki 
offered their resignations, 
white the presidents of Daiwa 
and Yamaicbi retained their 

Mr Tabuchi did not specify 
the reason for bis resignation, 
other than to say that he was 
ultimately responsible for the 
firm’s behaviour. 

He said he could not com- 
ment on individual transac- 
tions because “we have a 
responsibility to protect client 
confidentiality^. 

Nomura maintain* that It 
was unaware of the gangster 
link* of a Japanese golf dub, 
Iwama Country Club, in which 
an affiliate bought member- 
ships worth Y2bn (514.38m) in 
1900. The securities house has 
yet to comment on reports that 
an affiliate also lent Y16bn to 


t>v> ,c j»p gangster group, toa- 

gawakaJ. 

Mr Iwasaki said he had 
decided to resign alter revela- 
tions that the brokerage's affil- 
iates bad lent Y20bn to the 
same gangster group and 
bought memberships worth 
Y2bn in the same golf dub. 
These acts "run counter to cor- 
porate ethics and common 
sense", he said. 

Both men will formally 
resign at shareholders’ meet- 
ings on Thursday, and both 
will be replaced by vice-presi- 
dents, Mr Hideo Sakamaki at 
Nomura and Mr Kichiro Takao 
at Nikko. 

Board members at Nikko 
also decided that they will 
return bonuses paid to them to 
the 1990 financial year. 

Meanwhile, Daiwa admitted 
It had compensated favoured 
clients for Yl2.8bn in securities 
losses last year Y&maichi 
said it had covered trading 
losses for four corporate clients 
totalling Y753m. 

AH of the Big Four have now 
admitted compensating 
favoured clients, to spite of 
repeated warnings from the 
Finance Ministry against the 
practice. 

Mr HaShimoto, an influential 
pnHfirian who has been embar- 
rassed by the scandals, 
expressed his "deep regret” 


I 



Bowing out: Nomura president Yoshihisa Tabuchi announces his resignation yesterday 


and said that "the series of 
incidents reported so far will 
undermine investors’ confi- 
dence to the stock market”. 

There are widespread fears 
that the Tokyo stock market, 
which has been weak in recent 
months, will plunge in coming 
days, putting further pressure 


on those Japanese companies, 
financial and industrial. Which 
have relied heavily on share 
trading as a source of profits in 
recent years. 

Smaller Japanese broker- 
ages, which are more depen- 
dent on individual investors 
and will be more badly bruised 


by a downturn in confidence, 
expressed disgust at the behav- 
iour of the Big Four. 

Mr Hiroki Mori, president of 
Gifti Daiichi Securities, based 
in central Japan, said private 
investors had asked why they 
were not entitled to compensa- 
tion for losses. 


Talks on full European union fail 


By Ian Davkfson in Dunkirk and Philip Stephens in London 


Worldwide share prices 
hit by Tokyo problems 


BRITAIN AND France failed to 
resolve their differences over 
-the. final target of European 
economic and monetary union 
after three hours of intensive 
talks yesterday. 

However, at their closing 
press conference President 
Francois Mitterrand and Prim e 
Minster John Major went out 
of their way to be concffiatory 
to each ether’s point of view on 
the . more general objectives of 
the European Community. 
They also stressed that the 12 
bad Until the end of the year to 
conclude their negotiations to 
the two intergovernmental 
conferences on Emu and enro- 
pean political onion. 

Mr Major and Mr Mitterrand 


em phasis ed that the summit 
was mainly intended to -take. 
Stock of the progress of the 
negotiations, so far. but not in- 
take firm decisions. •• 

Mr Major hw considerable 
emphasis on the question of 
European defence m the con- 
text of the enxopean political 
union treaty. "It is vital to 
reach agreement on European 
defence", he said. “We need to 
spell out our long-term con- 
cepts, and at the same time be 
certain what they mean in 
practical terms." 

However, Mr Major aimeared 
to give little ground in the 
long-standing argument over 
the ultimate target of a sto g i e 
currency as the final stage of 


Emu. "We cannot determine 
the outcome until the conclu- 
sion of. discussions in . the 
months head. Progress towards 
Emu is hot just a question of 
dates but also depends on key 
questions of economic conver- 
gence. "We need to see if it isa 
justifiable proposition to move 
from 12 currencies to one." 

Mr Major also continued to 
resist the use of the word “fed- 
eralism" as part of the objec- 
tive of the European Commu- 
nity. "In its connotation as 
centralisation, it is not an 
attractive concept to the UK," 
he said 

President Mitterrand con- 
firmed that France’s preference 
continued to be for the use of 


the word "federal”, but he 
added: "It would be premature 
to force the question on our 
partners before the dfamiasiftna 
are concluded." 

Reuter adds: The European 
Community should avoid a 
showdown with Britain at Fri- 
day’s Luxembourg summit 
over whether to use the word 
“federal" to a draft treaty on 
political union. Dutch foreign 
minister Hans van den Broek 
said. 

“Why always single out the 
UK? We know where the sensi- 
tivities lie. ..Others have signifi- 
cant sensitivities on a lot of 
other issues,” he said. 

Ktonock meets Kohl, Page 8 


By Our Economics Staff 

THE UNFOLDING to 

Tgfcyo combined with local fac- 
tors to knock the stuffing out 
of world equity markets yester- 
day, while the dollar ended 
lower following Sunday’s 
Group of Seven meeting in 
London. 

Futures-related selling and 
weak markets abroad 
depressed Wall Street, where 
the Dow Jones Industrial Aver- 
age was down about 40 points, 
or 1-35 per cent, around mid- 
session. 

In London, anxiety about a 
possible German interest rate 
rise contributed to a L17 per 
cent or 292 drop to the FT-SE 
100 index to 2,4583. 


Second thoughts about the 
economic . . consequences of 
moving the German capital to 
Berlin caused the 30 share 
DAX index in Frankfurt to lose 
2030 to 1.89L56. 

After a day of fluctuation, 
foreign exchange operators 
decided to take the G7 threat of 
central bank dollar sales seri- 
ously and pushed the unit 
lower on profit-taking, to early 
London trading it moved up 
towards resistance at DM132 
but retreated sharply after fail- 
ing to break through this level. 

World stock market reports 
and currencies. Section 2 
UK trade deficit. Page 22 


Communists fight to halt 
Soviet privatisation law 


By John Lloyd in Moscow 

HARDLINE and moderate 
Communists to the Soviet par- 
liament yesterday fought to 
stop, or at least dilute, impor- 
tant legislation allowing the 
privatisation of state enter- 


Mr Yegor Ligachev, until 
recently the most powerful 
haidfinar to the former Polit- 
buro, led the assault against 
measures which the Soviet 
government is anxious to push 
through as part of its economic 
reforms. 

Yesterday’s debate in the 
Supreme Soviet showed that 
hardliners and centrists both 
regard the battle over privati- 
sation as crucial to the future 
shape of the Soviet political 
and economic system. 

Their coalition may be 
enough to slow or even stop 
the passage erf the bill, or if it 
is passed, to render its propos- 
als meaningless. 

A final vote on the legisla- 
tion is expected to the next few 
days. 

Mr ligachev launched a 
sharp attack on President Mik- 
hail Gorbachev, saying be had 


"changed his mind on private 
property”, from his earlier 
refusal to contemplate it 

Mr Alexander Kraiko, a 
member of the Communist 
Party Central Committee, 
qnpppafax t t h”* ir rlmfaate would 
take the bulk of the privatised 
assets. "We should be very 
careful - there is a real danger 
that state property will find its 
way to the shadow economy." 

Even -these who spoke in 
snpport of the law being 
passed made it clear they 
feared it would be explosive to 
effect Mr Anatoly Denisov, 
moderate, chairman of the 
Supreme Soviet's ethics com- 
mittee, said: "We most be very 
cautious because this will lead 
to a new economic and social 
base to society.” 

The government plans rela- 
tively rapid progress - al- 
though the law itself is hedged 
with restrictions. 

Mr Vladimir Shcherbakov, 
the first deputy prime minis- 
ter, told deputies that the gov- 
ernment wanted to take 
between 40 and 50 per cent of 
industrial enterprises out of 


central sta te contro l hi t he first 
phase of privatisation, between 
the bill's passage and up to 
1992, and that this would sub- 
sequently rise to between 60 
ana 70 per cent in the second 
phase, up to 1995. 

Excluded from privatisation 
are defence plants which have 
not been marked for conver- 
sion to civilian production, 
railways, air and seaports, 
space research centres and 
power plants. 

The draft law would allow 
the "destatisation and privati- 
sation” of state property, and 
allow the republics to establish 
their own regulations for the 
sale. 

Foreign companies and citi- 
zens can buy shares and enter- 
prises on their own account, or 
to partnership with Soviet 
enterprises and individuals. 
The process will be controlled 
by the USSR State Property 
Fond, which is to present peri- 
odic reports to the Supreme 
Soviet 

Battle of the plans. Page 3 
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Iran presents a new face to 
attract western Investment 

Gholamreza Aq&za- 
deh, Iran's oil minis- ■ 
ter, plans to boost oil 
-production by 50 per 
cent to 6m barrels a 
day - Hs pro iran-lraq 
war. level - by 1903- He 
needs western techni- 
cal afdandfSbnfn 
cash to do sol 
Page4 .. 
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Estimates 
of move 
to Berlin 
criticised 


Big job for Turkey’s new economics 


French MPs to 
rote on nuclear 
waste proposals 


Pakdemirli must restore confidence and assert independence, writes John Murray Brown 

M R Ekrem Paidemirli, ment. President Oral, anxious to 50 per cent in 1990. One would be In line withthe EC’s. 
the man who now to maintain a veto over eco- newspaper reported that Ur On the eve of the party am- 
takes command of nomic policy, is understood to Pakdemirli has called for the gross, the government unvefled 
Turkey's economy, faces a for- oppose such a move. central bank to provide easier payment terms for farm- l^gKipL rA q 

midable task. One of Mr Pakdemirli’s first TLlt,000bn ($157bn) to cover ers who sell their product to |l§gpp|pf^m£ \ 

Mr Pakdemirli, named as jobs will be to agree on a strata the budget deficit the state grain board, TMO. 

economics chief by Mr Meant egy to finance the govern- In addition, there may be dif- However there is little room Rygl 

Yilmaz, the new chairman of ment’s budget deficit which terences on exchange rate pol- for manoeuvre, with state com- - 

toe Mftthflriflwd party (Anap), economists say is the main rea- icy. In an interview with Tur- panics such as TMO weighed 

will have to stamp His mark on son for Turkey's chronically key’s Ekonomist magazine this down by debt New rules on •rl 

policy not just to restore public high inflation rate. month, Mr Pakdemirli called foreign borrowing, which 

confidence but also to establish . The State Planning Organi- for a managed devaluation. require state companies to 

his independence of President sation supports a high-growth The strong lira policy of the seek permission before looking 
Turgut Ozal policy based on restraining past two years has hurt export- for foreign loans, were targeted fgfifi 

The former finance minister domestic interest rates even if ers, businessmen say. Mr Sara- at TMO, which last year tor- 
confronts a business commu- the central bank has to print cogiu says the high bra value rowed $500xo. fit commercial 
nity increasingly disenchanted money to pay the debts of state was merely the result of the rates to fin a n c e its purchases 
with Anap's management of enterprises and public sector record current account surplus of wheat from farmers at twice 
the economy, a demoralised wages. The hank and its youth- in 1988 1989. toe world price, 

and fractious bureaucracy and ful governor, Mr Rusdtu Sara- Union demands will have be Mr Pakdemirli’s first steps as 

growing union unrest cogiu. have traditionally used to answered. After meeting Mr economics minister could well JK 

Mr Pakdemirli is proposing high interest rates to maintain Pakdemirli, Mr Osman Ozbek, determine whether the govern- 

to bring under his wing both a tight money policy. head of the agricultural union, ment seeks to stay the course '• 

the Treasury and the State The central hank has so for said he was calling on the new until autumn next year or opts 

P lanning Organisation - run been unable to agree on a new government to increase this for early elections, as toe bnsi- 

by two separate ministers monetary programme like that year's farm support prices. Mr nessmen’s lobby Tusiad urged • ‘ 

under the outgoing govern- w hich helped «nntam inflation Pakdemirli says farm subsidies at its annnai meeting. Yilmaz: chose new chi e f 


ESTIMATES by Bonn officials 
of toe cost and time involved 
In moving parfiament and toe 
government to Berlin won 
criticised as greatly exagger- 
ated yesterday, writes Leslie 
Colitt in Berlin. : 

Mr Thao Waigel, finance 
minister, last weekend ruled 
out higher taxes to pay for the 

cost of tranafering toe capital 
to Berlin, whieh he put at 
between DMSOtm and DM90bn 
(SSOUtim). He advocated that 
the move should not take 
place for another 10 to 15 
years In order to avoid an 
“avalanche" of costs. Ms Rite 
Sfissmuth, president of the 
Butetestag (paritoment), said a 
m i nftn m n of 10 to 12 years was 
needed to move the capital. 

Bnt Ms Patricia Werner, 
spokeswoman for Berlin's 
Urban Development Depart- 
ment, said Mr WalgePs esti- 
mated minimu m COSt WBS "too 
high”. Her department put the 
cost at DM25bn. 

Many now-vacant east Ger- 
man ministry buildings could 
be occupied at short notice, 
she said, after receiving a 
“coat of paint”. Other build- 
ings needed more extensive 
repairs, however. 


By William Dawkins in Paris 

FRENCH MPs will today be foe another means of disposal 
asked to agree plans for a per- if research produces ora in the 
manent solution to the grow- next 15 years. The bill seeks, 
ing waste problem of the among other possibilities, to 
world's most nuclear-depen- boost research on improved 
dent country. retreatment of spent fuel, glv- 

The first specific debate on ing more autonomy to Andra, 
nuclear policy by the French the state-controlle d nu clear 
parliament aims to end the waste management agency, 
secrecy surroun ding the sub- France and Britain, alone 
ject, Mr Dominique Strauss- among the main nuclear ener- 
Kflhn , industry minis ter, who gy-using nations, have not 
is sponsoring the proposals, decided on deep storage for 
said. high-level waste, though the 

The bill prepared by his pre- UK has researched two sites 
decessor, Mr Roger Fauroux, for medium-level waste, at 
ousted in last month’s govern- Dounreay and Sellafleld. 
ment reshuffle, urges the set- The French plan arises from 
ting-up of two underground an all-party inquiry, launched 
laboratories to test suitable in an attempt to stave off crith 
sites for waste deep-storage, cism that the government bad 
T his could be controversial, foiled to c o n s u lt the public on 
g ive n the angry local response nuclear waste. An independent 
to previous attempts to find a expert will be asked to choose 
nuclear storage site. the test sites, which will cost 

Parliament would vote FFrlbn (£100m) ea ch . over the 
again, after tests end in 15 next six to eight months, 
years' time, on a final storage Any opposition is likely to 
site, possibly in service come from environmentally- 
between the years 2010 and sensitive socialist MPs officials 
2015. The bill leaves open the believe. The Gaullist RPR and 
technical options, letting the centre-right UDF are unlikely 
government abandon storage to object 


Fiat and Peugeot car sales 
tumble in first five months 


WEST EUROPEAN NEW CAR REGISTRATIONS* 
January-lay 1991 
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By Kevin Done, Motor Industry Correspondent 

FIAT and Peugeot saw their the only source of growth in 
sales of new cars drop steeply new car sales in Europe this 
in western Europe during toe year. 

first five months of this year. GM and Ford have both over- 
According to industry esti- taken Peugeot, which includes 
mates Fiat group sales plunged Citroen, pushing the French 
by ll.l per cent taking the car-maker from third to fifth 
group’s market share down to place in the we s ter n European 
13J per cent from 15 in the new car sales league, 
corresponding period a year The continuing sharp growth 
earlier. in raw car sales in Germany, 

Then, Fiat, which includes where demand has been fuelled 
Alfa Romeo and T-anria was by unification, is the outstand- 
stffl challenging, the Volkswa- ing factor in the European 
gen group for leadership of market this year, hi toe first 
west Europe's new car market five months overall sales in 
It has lost ground heavily, western Europe ware an esti- 
however, as its stranglehold on mated 02 per cent higher at 
the Italian domestic market 6J5m, but excluding Germany 
has come under strong attack, dropped steeply by 12.4 per 
in particular by Ford, and it is cent to 4J23m. 
relatively weak in other Euro- The jump in Germany has 
pean markets. compensated for sharp fans in 

Ford boosted its share of other big volume car markets, 
the Italian market to 1L3 per such as France, Britain and 
cent from 7.4 per cent a year Spain, and has left sales in 
ago with an aggressive pricing May and in the first five 
policy to back new model months of this year virtually 
launches. unchanged compered with the 

The Volkswagen group corresponding periods last 
(Audi/SEAT), General Motors year. 

(Opel/Vauxhall) and Ford have According to industry esti- 
all made significant gates, mates western European new 
helped by their strong presence car sales in May, at 122m, 
in Germany, which is virtually were 0.4 per emit higher than a 


year ago. Sales plunged again 
in May in Britain, France and 
Spain, however, with estimated 
falls of 302, 212 and 162 per 
cent respectively. 

I tfffng demand in Italy was 
contained with a fall of only 22 
per cent in May, while new car 
sales in the whole of Germany 
jumped by 422 per cent to an 
estimated 408,000 compared 
with 286,000 a year ago in west 
Germany alone. 

New car sales last month 
were lower than a year ago in 
10 of 17 markets across western 
Europe and higherte seven; in 
the first five months they were 
lower In 13 markets ami hi gher 
in four Germany, Austria, 
Greece and Portugal. 

There is concern in the 
motor industry that demand in 
Germany could weaken signifi- 
cantly in the second half of the 
year, aa the Initial pent-up 
demand for cars in eastern 
Germany la satisfied, and as a 
series of tax increases are 


Controllers’ strike throws 
airports into chaos again 

FRENCH airports were thrown hansa flew only three of 30 ser- 
in to turmoil agate yesterday, vices between France and Ger- 
by another in a series of one- many. Air Inter, the domestic 
day strikes by air traffic con- airline, cancelled 65 per cent of 
trollers that has disrupted its 400 scheduled flights, 
flights this summer, writes Controllers are striking over 
George Graham in Paris. what they say are inadequate 

Many long-distance flights levels of staffing to cope with 
were able to get through, but rising air traffic volumes. 

Air France had to cancel 80 per Air Inter is likely to cancel 
cent of its medium-distance another 20 per cent of its 
ones British Airways managed flights today, because of 
only two out of its usual 10 another strike, this time by 
Paris-Loudon flights and Luft- navigating staff. 


The p jwwfcrt Ttoe* (Borova) LM 
PubGibed by The Financial Timet 
(Europe) Lid., FrmnUtan Branch, 
(GtrioDEttstrase 54, 6000 Frmnkftjrt-am- 
Main 1: Telephone 069-75980; Fax 
069-722677; Telex 416193 l Up na a Ud 
by E. Hogp, Frankfnrt/Mein, and, a 
members of the Board of Directors, 
RA.F. Medan, G.T5. Damcc, A.C. 
MiDer, DJLP. Pafaaer, London. Primer 
Frankfurter Sodetacts-Druckerm- 
GtnbH. Frankfort /Main. Responsible 
editor Richard Lambert, Financial 
Times, Number One Southwark Bridie, 
London SEI 9HL. Tbe Financial Tfata 
Ud, 1991. 

Registered office: Number One, South- 
wark Bridge, London SEI 9HI. Com- 

S htcorponued under the laws of 
id and Wales. Chairman: D.EJP. 
r. Mam ahareboMcn: The Finan- 
cial Times Limited, The nmndal News 
Limited. Publishing director: J. RoBcy. 
168 Roe de Rbrou. 75044 Faria Cedes 
01. Tel: AH) 4297 0621; Fax: (01) 4297 
0629. Editor: Richard LarabenJ*rinttr 
SA Nord Eclair. 13/21 Roe de Cast, 
59100 Roubsia Cedes 1. ISSN: ISSN 
1148-2753. Commission Paritaire No 
67SO0D. 

Financial Timm (Scandinavia) Vtmnd* 


Fianna Fail faces election losses 

THE Fianna Fail party Led by Fianna Fail with 39 per cent 
Mr Charles Haughey, Ireland’s support nationally, and 
prime minister, is likely to suf- left-wing parties making strong 
for serious setbacks in local gain* , especially in the Dublin 
elections later this week, opin- area, 
ion polls show, Kleran Cooke Unemployment, nearing 20 
reports from Dublin. per cent, is the main Issue In 

An Irish limes poll shows Thursday's elections. 


At the same tone there is 
stiff little sign of an wnri to 
recession In other big volume 
car markets, most Importantly 
the UK, France and Spain 
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ALEN1A AERONAUTICS. We design and manufacture aircraft, 
engines and aeronautical systems. We modify and overhaul 
defense and commercial aircraft and participate in the most ad- 
vanced international cooperation programs. Alenia is Italy’s 
leading company in aeronautics, electronics and space technolo- 
gy. Alenia. Sharing with man file secrets of flight Because at 
Alenia, tomorrow’s know- . . 

ledge is already at work. £37 A l filUfl 
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Audi & SEAT) 
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Alfa Romeo, Ferrari 
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-11.1 
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General Motors 
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— Ford Europe 
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- Jaguar 
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Competition seen as key to successful EC internal market 

Commission firm on state aid 
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By Davfcf Gardner irt Brussels 

THE completion of the 1902 
programme, with the removal 
of remai n i n g technical, fiscal 
and physical barriers to. trade, 
will not bring about a genome 
•internal market in the Euro- 
pean Community imiasq com- 
panies are forced to compete. 

This is. .one of the main con- 
clusions cif the European Com- 
mission’s 1990 report on com- 
petition. policy, published 


The European Commission has begun a one-month inquiry 
into the planned takeover by ICL, the UK computer group 
co nt ro l l ed by Fujitsu, of the Finnish electronics company 
Nokia Data, Reuter reports from Brussels. 

The Commission must approve the £230m deal within a 
month or open a foil inquiry if it Is wonted that the 
takeover could give ICL too ranch control over the Commu- 
nity's computer and electronics markets. 


•ms 

V.T 


ft also warns that . Brussels 
intends to reinforce restric- 
tions on state aid to industry 
■and ensure that statutory 
monopolies In areas such as 
. tafacommunj o attona. .transport 
.and emrgy are also forced to 
-compete. 

Presenting the report. Sir 
Leon Britten; competition com- 
missioner, took a particularly, 
hard line on state aid; saying 
that '^national champions in 
.the Middle Ages generally tell 
off their -horses - under - the 


it of their own armour", 
je Commission win follow 
a stricter policy; in part to 
ensure that state aid is tar- 
geted at the EC’s poorer 
regions which really need it in 

the most recent period studied, 
1987-88, total EC state aid 
reached Ecu&3bn ($97bn), or 
2 £ per cent of Community out- 
put 

Sir Leon noted that the east 
Europeans, through their expe- 
rience of reforming their for- 
merly command economies, 
had quickly concluded that 
competition was “not the idng 
on the cake, hot a precondition 


of success. . . not one of the 
frills of capitalism that they 
can come to at a later stage”. 

The Commission’s competi- 
tion armoury was completed 
last September when It took mi 
sweeping powers to vet large- 
scale mergers. Although only 
12 mergers were scrutinised in 
the period covered, the report 
wains the Canuznsmon will not 
tolerate defensive mergers 
intended to consolidate domi- 
nant positions. 

For the first time, there were 
more EC than notional merg- 
ers is 1990, and twice as many 
acquisitions of EC companies 


by third country concerns as 
the previous year. Chemicals, 
food and drink, paper and 
printing were the most active 
sectors. 

The report says Brussels will 
step up pressure on monopolies 
in regulated sectors like gas 
and electricity, to examine 
where more open access to the 
network by competing produc- 
ers can be achieved without 
affecting provision of the ser- 
vice. Sir Leon noted that the 
Commission now has full hack- 
ing from the European Court 
to do tiiis. 

Last week’s decision by EC 
transport ministers to open up 
the national rail monopolies 
was preceded, the report 
reveals, by a Commission 
memorandum to the railway 
companies last March, remind- 
ing them they could not use 
their dominant position to 
block entrants to their indus- 
try. 


The Soviet battle of the plans 

John Lloyd on the strategies competing for Gorbachev’s allegiance 



'••-a-. r -_ ' 

■ hi'V 


- - 


s'- 

rS; ‘ 


F J 

. 3 




si* 

r,J : - 




/ - 




.... >-*£ 


A* e 


I* 

n 1; 


T WO separate strategies 
are competing for Presi- 
dent Mikhail Gorba- 
chev's allegiance, to act as the 
haate tag his request for aid to 
the Group of Seven summit in 
London next month. 

■ The “ official" plan, drawn up 
under the aegis of MrjVakntin 
Pavlov, the prime minister, is 
still undergoing revision; the 
other has recently been com- 
pleted fay Mr Grigory Yavlin- 
sky, the former Russian deputy 
premier, who, with collabora- 
tors from Harvard University, 
is lobbying for it in the corri- 
dors of Soviet power. . 

The two plans have some 
similariti es, which must have 
impelled Mr Gorbachev to 
remark last week that they 
could be synthesised to become 
the “president’s plan". . . 

Both favour liberalising 
■prices, privatising state assets, 
convertibility of the. rouble, 
reduction, and elimination of 
the budget deficit and encour- 
aging foreign investment. Mr 
Pavlov speaks of a “resolute 
transition to market relations” 
and gives a phased timetable 
for wiling off businesses »nd 
for convertibility. 

Both regard a “common eco- 
nomic space” within the Soviet 
Union as crucial, with a com- . 
man currency, a single mone- 
tary policy, co-ordinated, bud- 
get policies between republics, 
and plimhmtinn of the internal 
customs barriers erected by 
republican governments in des- 
perate efforts to protect their 
markets. 

As little as a year ago, the 
Pavlov plan would have been 
seen as relatively radical in 
comparison to what was then 
available: the prime minister 
can sincerely claim he is a 
reformer. 

The differences, however, 
are more important. The Pav- 
lov programme is essentially 
“reformism within one coun- 
try": it sets as one of its goals 
that the Soviet Union joins the 
world market, but in its own 
way and at its own speed, with- 


ChanceHor Helmut gnhi will 
travel to Kiev on July 5 for 
talks with President Mikhail 
Gorbachev, Reuter reports 
from Bonn. ' 

Mr Dieter Vogel, the Bonn 
government spokesman, said 
the meeting was arranged 
yesterday. 

Last Thursday, Mr Kohl 
said he hoped to meet Mr 
Gorbachev before the July 
15-17 economic summit in 
London. The Soviet presi- 
dent, seeking economic aid 
for his reform programme, is 
due to have a separate meet- 
ing with Group of Seven 
leaders after their summit. 


out the express assistance of 
the outside world.' 

In the Yavliosky-Harvard 
plan, the key concept is 
“engagement" between the 
Twitting capitalist countries of 
the west Far East and the 
Soviet Union. It is assumed 
that while the choice of goals 
most be that of the Soviet gov- 
ernment, the means by which 
they are achieved will be criti- 
cally dependent on western 
assistance financial and 
fateDectnal, private and public. 

The Pavlov plan says: we are 
reforming; and thin will mat*. 
us attractive to your invest- 
ments cm terms which we will 

dpffjdit 

The YavHnsky-Harvard plan 
says: reform is only possible 
through a collaborative trans- 
formation based on mutual 
interest, both in avoiding vast 
(nuclear, ecological and 
human) catastroph e an d In 
netting a unique opportunity. 

Second, the Pavlov plan is 
couched in bid conunandetyle 
prose - even while seeking to 
reach out to liberal reform. 

In addressing wbat to hard- 
pressed ministers must be an 
ever-present nightmare of hun- 
ger and riot, the plan calls for 
mdrm and republican authori- 
ties to “ensure foil and timely 
implementation of the eco- 


nomic agreements for 1991 on 
food and agricultural commod- 
ity deliveries, adopted by the 
union aqi] republics". 

The Yavhnsky-Harvard ver- 
sion addresses the _ 
of hunger by proposing 
ance of payments assistance", 
that is, western-financed 
Imports of food to substitute 
for the tell in production in the 
early stages of reform. 

Third, the Pavlov plan pays 
only cursory obeisance to dem- 
ocratic reform: early in the pre- 
amble of a recent (last week's) 
version of the plan, it assumes 
“the accomplishment of public 
consensus in the country". 

YavHnsky-Barvarti puts that 
at the centre, and gives a pre- 
cise timetable for agreements 
on a union treaty, common 
economic agreement and free 
elections to the Supreme 
Soviet, it even includes a 
clause prohibiting ethnic dis- 
crimination. 

Both programmes agree that 
the competences of the »tinn 
and republican governments 
must be tightly definad. But 
Pavlov allocates to the centre 
and to the state, usually 
implicitly, the ™i" taak of 
economic regeneration for the 
foreseeable future, while Yav- 
linsky-Harvard tends to 
devolve that to the private pro- 
ducer. 

Fo urth , Pavlov is a plan 
explicitly born of desperation: 
Yavhnsky-Harvard of id ealism. 
The preamble to last week's 
version of the Pavlov plan 
opens with a Dostoyevskian 
summary of horror - “the 
slowdown of industrial produc- 
tion has affected practically all 
branches of ; the econo- 
my... export and currency 
revenues are diminish- 
ing... there are acute food 
shortages everywhere ... at- 
tempts to solve these problems 
separately ... have led to a 
break-up of the single eco- 
nomic space . . . the hard- 
ships . . . have been increas- 
ingly exacerbated by the 
unstable political situation". 
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Yavlinsky-Harvard, though 
Russian in concept, has been 
touched by American opti- 
mism. It assnmeg that the tamp 
of miraculous advance and 
change which the l at ter part of 
the eighties saw in eastern 
Europe can continue, given 
goodwill and good money. 

It is between these two rival 
concepts that Mr Gorbachev 
must choose. He knows the 
Pavlov plan - in its current 
form, at least - will get little 
truck from the west He must 
aim judge that the Yavhnsky- 
Harvard plan could cause the 
kind of spat in the government 
he has so far been able to 
avoid. 


French N-test site ‘leaking’ 


GREENPEACE International 
said yesterday there was grow- 
ing evidence that France's 
Pacific nuclear test site was 
leaking radioactive material, 
and called on the European 
Commission to seek a thor- 
ough investigation, Reuters 
reports from Brussels. 

The environmental organisa- 
tion said it had confirmed that 
samples it took last year from 
waters just outside a 12-mile 
exclusion zone surrounding 
Mururoa In the South Pacific 
contained radioactive caesium- 
1W. 

It said a five-person Green- 


peace scientific team was 
arrested and deported by the 
French military last December 
after trying to take samples 
closer to Mururoa to determine 
the source and extent of the 
contamination. 

Greenpeace called on the EC 
to ask France for comprehen- 
sive data on the con tamina tion 
and insist on access for Inde- 
pendent scientists to carry out 
a foil programme of sampling 
and environmental tests at 
Mururoa and Fangataufa test 
sites. Greenpeace officials told 
a news conference the discov- 
ery of caesium contamination 


in zooplankton was highly sig- 
nificant. 

“Although 130 nuclear tests 
have been carried out in shafts 
in the volcanic geology in frag- 
ile coral atolls, France has 
denied so far that it is possible 
to have leaks from the test 
sites for hundreds of years." 
said Greenpeace international 
test ban coordinator Rebecca 
Johnson. 

She said only an indepen- 
dent inquiry could tell whether 
the Mururoa test area was 
leaking, by how much, and 
what impact it was having on 
the environment 


Greek Communists expel reformers 


THE split In Greece’s 
Communist party (KKE) 
became official at the weekend 
when the hardline majority 
expelled seven reformers from 
the central committee, writes 
Kerin Hope in Athens. 

The KKE also voted in 
favour of breaking with the 
Left Alliance, a communist- 
dominated left-wing coalition 
seeking a broader political role. 

Mrs Maria Damanaki, the 
Alliance leader, and two other 
reformers resigned from the 


KKE politburo In protest, leav- 
ing the hardliners under Mrs 
Aleka Paparriga in control. 

The split seriously weakens 
both parties, leaving the Alli- 
ance with only 11 seats in par- 
liament out of the 19 it won at 
last year’s election. 

With only eight elder ly hard- 
line deputies, the REE's politi- 
cal influence now seems likely 
to shrink rapidly. Sales of 
Rizospastis, the party's daily 
newspaper, plunged after the 
Stalinist faction took over edi- 


torial control earlier this year. 
The popular KKE radio station, 
Athens 903, has also lost a size- 
able percentage of its audience. 

KKE reformers said that in 
breaking with the Alliance, 
Mrs Paparriga had ignored the 
advice she received from 
Soviet President Mikhail Gorb- 
achev during a visit to Moscow 
last week. Mr Gorbachev 
reportedly spoke of an urgent 
need for communist parties to 
remain united and to modern- 
ise their ideology. 


Eurocrat strike 

EUROPEAN Community civil servants voted 
overwhelmingly yesterday to Btage a second 
two-day strike this mouth In a dispute over 
pay, Reuter reports from Brussels. 

A spokeswoman for unions representing 
about 25,000 Eurocrats said employees had 
rejected the latest offer from EC member states 
and gave near-unanimous supp o rt to the strike, 
set for today and tomorrow. 

EC business wm* to a virtual hal t during o* 
first 48-hour strike last week. 

Hie civil servants, who are generally much 
better paid than their national counterparts, 
want a system which finks wage rises to infla- 
tion to be renewed for another decade when It 
expires at the of ft'* month. 

The offer from EC member states would have 

rhnnpxl the I qjwiiy cyn tem ami limited pay 

far top officials, the spokeswoman said. 


Cleaner waters 

WATERS around the European Community are 
becoming cleaner for swimmers but many 
resorts are still contaminated by bacteria, the 
European Commission said yesterday. Renter 
reports from Brussels 

Tests carried out by EC governments at about 
18,000 coastal and inland resorts in 1989 and 1990 
showed action to clean up sewage and other 
discharges was working. But the survey showed 
wide differences among the 12 member states, 
and data were not available for some resorts. 

Ireland’s lakes and beaches came out cleanest, 
with 96 per cent of the 67 zones correctly tested 
in 1989 showing levels of intestinal bacteria 
within the nationally-imposed ceiling, which is 
stricter than the EC limit 

Only 61 per cent of Spain’s inland bathing 
zones tested last year complied with EC limits, 
according to the report 


EC indirect 
tax rate 
proposal 
under fire 

By David Buchan 
in Luxembourg 

A COMPLEX political 
agreement bringing EC indi- 
rect tax rates close enough to 
allow removal of fiscal frontier 
controls in 1993, hit trouble 
from France yesterday. 

Threatening to torpedo the 
third ministerial meeting on 
EC tax this month. Mr Michel 
Charasse, French budget min- 
ister, attacked the Luxembourg 
presidency's suggested compro- 
mise on VAT and excise duty. 

Complaining at the many 
special deals in the Luxem- 
bourg compromise to accom- 
modate other EC states, Mr 
Charasse noted the proposed 15 
per cent minimum standard 
rate of VAT by 1993 was too Tar 
below France's current stan- 
dard rate of is.6 per cent. 
French officials said later Mr 
Charasse was only frying to 
underscore the need to wrap 
up a package that poses prob- 
lems for every state. 

The 15 per cent minimum, to 
which the UK is now ready to 
agree politically, but not in the 
legally binding directive that 
would follow, is a linchpin of 
the Luxembourg plan. It would 
require Luxembourg and Spain 
to raise their standard rate 
from 12 per cent. Germany has 
said it will increase its 14 per 
cent standard rate from 1992. 

In contrast to its view on 
VAT rates, Britain is less hos- 
tile to legally binding EC mini- 
mum rates for excise duties on 
tobacco and alcohol. It argues 
these are social taxes to dis- 
courage consumption. Whisky 
exports could be hit if excise 
rates are forced up in southern 
EC countries to the proposed 
EC minimum, equal to £2.36 for 
a 75 centilitre bottle. The UK 
excise is almost double this. 
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INTERNATIONAL NEWS 


Australian left 
flexes muscles 


UN peace plan makes slow progress 


Cambodian factions 


in party tussle agree arms curbs 



Lagos goes 


ahead with 
high-cost 
alumMum 
smelter 


By Kevin Brown in Hobart 


THE LEFT wing of Australia’s 
governing Labor party won a 
significant victory at the 
party's biannual conference 
yesterday by successfully 
blocking die election of a right- 
wing candidate for the party 
presidency. 

In a secret ballot the 101 con- 
ference delegates gave SO votes 
each to Senator Stephen Loos- 
ley, the candidate of the right- 
wing faction, and Mr Barry 
Jones, the non-aligned former 
science minister who stood 
with left-wing support. One 
delegate cast an invalid vote 
for Mr Jones. 

The conference will decide 
today whether to hold another 
ballot, or split the presidency 
between the two candidates. 
However, the result represents 
a defeat for the right, which 
has been the dominant Labor 
faction since the party 
returned to power in 1983. 

Both Mr Bob Hawke, the 
prime minister, and Mr Paul 
Keating, the former federal 
treasurer, belong to the right- 
wing faction, which was split 
by an unsuccessful leadership 
challenge by Mr Keating ear- 
lier this month. 

Mr Hawke defeated the chal- 
lenge largely as a result of the 
support of the left, and the fac- 
tion's Increased influence 
appears to have helped it win 
support from centre-left and 
non-aligned conference dele- 
gates. The left controls 45 con- 
ference votes, compared to 38 


for the right 

Mr Hawke and Mr John 
Kerin, the right-wing former 
primary industries minister 
who replaced Mr Keating as 
treasurer, have gone out of 
their way since the leadership 
challenge to reassure the finan- 
cial markets that Labor's fis- 
cally conservative economic 
strategy will not change. 

However, the business com- 
munity has been concerned by 
the left’s recent success in 
blocking moves to relax con- 
trols on ur anium mining, and 
observers will be watching the 
conference carefully to gauge 
how strong the faction's influ- 
ence has become. 

The key test will come in a 
debate on the economy today 
in which the left will propose 
increased spending on infra- 
structure and the establish- 
ment of a national capital fund 
to support business invest- 
ment 

The faction may also propose 
a number of otter initiatives, 
including an inheritance tax 
aimed at the top 5 per cent of 
income earners, and the 
hypothecation for infrastruc- 
ture investment of receipts 
from the sale of government- 
owned airlines and tele- 
communications carriers. 

The proposals will be keenly 
opposed by the party leader- 
ship, which is worried about 
the impact on the financial 
markets of any apparent move 
to the left. 


THE FOUR factions fighting for control 
of Cambodia yesterday agreed to stop 
importing arms, a day after they had 
agreed to an indefinite ceasefire. 

Prince Norodom Sihanouk, one of the 
guerrilla leaders, stud the ceasefire and 
arms pact had been agreed after a day 
of negotiations among members of the 
Supreme National Council, a United 
Nations-sponsored body comprising 
members of all sides, at the Thai beach 
resort of Fattaya. 

The Soviet Union ships arms to the 
Cambodian government through Viet- 
nam while the Chinese arm the Khmer 
Rouge. 

Prince Sihanouk said, however, that 
Mr Hun Sen, the Cambodian prime min- 
ister. had rejected a UN-sponsored 
peace plan for Cambodia. 

*116 did not accept, he does not 
accept, he will not accept," the former 
Cam bo dian mraarrh said. 

The UN plan calls for UN officials to 
take over much of Cambodia’s adminis- 
tration in the period leading to elec- 
tions. But the Vietnamese-backed 
regime has rejected its provision for 
demobilisation of armed forces before 
the elections and has demanded more 
specific measures to block any takeover 
attempt by the Khmer Rouge. 

Phnom Penh also wants peace docu- 
ments to cite the Khmer Rouge for 
genocide and to guarantee that the 


gro u p will not return to power. The 
Khmer Rouge, allied to file two smaller 
non-communist factions, has been held 
responsible for the deaths of up to lm 
Cambodians when it ruled file country 
from 1975 until the Vietnamese inva- 
sion in late 1978 . 

Prince Sihanouk said Mr Hun Set’s 
rejection of the UN plan meant Cam- 
bodia could not look forward to any UN 
help in ending its civil war. The fight- 
ing has con tinued intermittently 
1979 when Vietnamese forces drove the 
radical Khmer Rouge out of Phnom 
Penh but failed to achieve a complete 
military victory. 

Pearebroking Indonesian and French 
diplomats and a UN envoy are expected 
to try to change Mr Hun Sen's mind 
about rejecting the plan which was 
sponsored by the five permanent mem- 
bers of the UN Security Council. They 
are expected to meet him in Bangkok 
on Thursday. 

The SNC meeting gave Prince Siha- 
nouk the right to contact world organi- 
sations, such as the UN General Assem- 
bly, the International Monetary Fund 
and the World Rank, and to lead delega- 
tions to meetings. The SNC's member- 
ship comprises six Phnom Penh offi- 
cials and two from each of the guerrilla 
groups: the forces of Prince Sihanouk, 
the jQiwiftr Rouge, and the KHmmr Peo- 
ple’s Liberation Front 


ByWHHam Keeling 

in Lagos 



Prime Minis ter Hun Sen has held out against UN proposals 


Party vows to retain sole power in Vietnam 


S Korean party 
chief to stay on 


Japan pledges 
Philippine aid 


Mr Kim Dae Jung, South 
Korea's main opposition 
leader, bolstered by party sup- 
port, said yesterday that he 
would stay as leader of the 
New Democratic Party (NDP), 
Reuter reports from Seoul. 

Following last week’s sweep- 
ing victory by President Rob 
Tae Woo's r uling Democratic 
Liberal Party (DLP) In local 
elections, Mr Kim offered to 
resign as NDP leader. But in a 
vote yesterday, 51 of 56 execu- 
tive-level NDP members voted 
In favour of asking him to 
stay. *T was going to resign as 
I felt responsible for the fail- 
ure in the recent elections. 
However, I wOl abide by the 
party’s decision,” his state- 
ment said. 

On Saturday, 17 senior NDP 
nfMah tendered their resig- 
nations to Mr Kim, holding 
themselves similarly account- 
able for the election rout. 

The DLP won 564 of the 866 
seats at stake in the polls to 
revive elected local govern- 
ments abolished 30 years ago. 


THE Philippine government 
and the Overseas Economic 
Co-operation Fond (OECF) of 
Japan have reacted agreement 
on the 18th yen credit package 
for Manila worth Y120.41bn 
(£530m), writes Greg Hutchin- 
son in Manila. 

Mr Hideo Tanaka, OECF 
senior representative to 
Manila, said the two govern- 
ments would sign an agree- 
ment next month. He added 
that the deal followed an assur- 
ance by Manila it would raise 
the required Philippine peso 
counterpart funding for the 17 
projects. 

The government, beset by 
chronic budgetary deficits 
which at the end of 1990 
readied 36.6bn pesos (£870m), 
has had to scrounge for addi- 
tional revenues to ensure it 
meets the required local coun- 
terpart financing for foreign 
assisted projects (FAPs). 

This year ft will dip Into a 
lObn pesos general services 
fund to help flU a funding gap 
for 22bu pesos worth of FAPs. 


VIETNAM'S Co mmunis t party 
yesterday began its first con- 
gress since 1986 with a strong 
statement of intent from Mr 
Nguyen Van Unh, its leader, 
that socialism would be pur- 
sued despite the collapse of 
communism elsewhere, agen- 
cies report 

“We affirm once again our 
wish to follow socialism under 
the clearsighted leadership of 
the party. Socialism is the only 
right decision,” Mr Unh, sec- 
retary-general, told delegates 
in Hanoi at the seventh con- 
gress, which ends on Thurs- 


day. Tor our country there is 
no other way to have freedom 
and happiness for the people.” 

Mr Llnh said Vietnam 
should no longer rely on for- 
eign assistance after sharp cuts 
in Soviet aid. It most become 
self-reliant and find new 
sources of trade and aid. “We 
want to cooperate equally and 
on a hawin of mutual benefit 
with all countries, without dis- 
criminating between different 
sociopolitical systems.” he 
said. 

Vietnam rejected multi-party 
systems and other political 


reforms that had brought 
chaos in so cialis t countries, he 
said. Vietnam planned to open 
up more politically, but not to 
waver from the sole leadership 
of fim Communist party. 

Vietnam had drawn lessons 
from its own experiences and 
those of reforms in other 
socialist countries, Mr T.mh 
said. It would push ahead with 
efforts to develop a state-regu- 
lated wwicrf economy. 

Mr T.inh, secretary-general 
dnw» is 75 haw been 
reported to be in poor health 
and to wish to step down. He 


has promoted economic 
reforms which have been 
praised by the International 
Monetary Fund, although Viet- 
nam remains cut off from 
international financing by a 
US-led embargo. 

“Whether there is democracy 
or not does not depend on 
whether there is one party or 
many parties," Mr Linh sa i d . 
"Under the former puppet 
regime, there were many par- 
ties, but no one would argue 
there was democracy,” he said 
in re fe re n ce to the US-backed 
Saigon government which the 


communists defeated in 1975. 

• Citicorp is discussing 
arrangements with Vietnamese 
banks for remitting cash from 
people of Vietnamese origin In 
the US, according to an execu- 
tive of the US bank. Renters 
reports from Hong Kong. 

The bank bad been punted a 
licence by the US Treasury to 
send remittances direct to Viet- 
nam. A large nnmbw of the 
estimated 800.000 Vietnamese 
living in the US regularly send 
m«>i to relatives in Vietnam, 
but the US Treasury Smite the 
amount to $300 per quarter. 


UN ceiling of 
30% on Iraq 
oil reparations 


S Africa struggles in downswing 


By Philip Gawtth in Johannesburg 


Taiwan cuts insurance 
groups’ property ratio 


By Peter Wlckenden in Taipei 


TAIWAN’S parliament 
yesterday decided to cut the 
ratio of insurance companies' 
assets that may be invested in 
property from one third to 20 
per cent in an effort to lessen 
insurers' capacity to manipu- 
late the property market. 

The decision represented a 
victory for homeless groups, 
who held street protests and 
petitioned the cabinet when 
the revised Insurance law was 
being drafted more than a year 
ago. 

Large but unsophisticated 
insurance companies, in many 
cases making underwriting 
losses, were blamed for prop- 
erty speculation that sent 
Taipei house prices rocketing 
beyond the reach of middle- 
class families in the late 1980s. 

Legislators voted to tighten 
the cabinet’s draft insurance 
law revisions, which had called 
for a reduction to 25 per cent 


They also stipulated a two-year 
deadline by which Insurance 
companies must meet the 20 
per cent limit 

Mr Daniel Tsai, managing 
director of Cathay Insurance, 
Taiwan’s largest insurer, 
expressed disappointment at 
the decision, and denied that 
insurance companies were 
responsible for soaring land 
prices. 

Most companies would find 
it easy to get below the 20 per 
cent limit, as their total 
reserves available for invest- 
ment had increased, so there 
would be no liquidation of 
property that might further 
erode prices, he said. 

Parliament is still debating a 
new limit on the ratio of assets 
that can be invested in stocks 
and other securities, which 
insurance companies have also 
been widely accused of 
manipulating 


A RESOLUTION has been put 
to the United Nations Security 
Council that would require 
Iraq to pay no more than 30 
per cent of Us future oil reve- 
nues to compensate victims of 
its invasion of Kuwait, AP 
reports from the UN. 

UN diplomats said yesterday 
that the Secnrity Council was 
expected to vote on the resolu- 
tion today or tomorrow. 

The resolution was drafted 
by Mr Jean-Jacqnes Bechio, 
the ambassador of tile Ivory 
Coast, who Is the June presi- 
dent of the l&member council. 
It is expected to be adopted 
unanimously, although some 
nations had favoured setting a 
ceiling lower than 30 per emit 

A consensus was reached 
among council members after 
the US dropped its insistence 
that Iraq be required to set 
aside up to 50 per cent of its 
oil revenues for compensation 
payments. No other council 
member had supported US. 

Iraq had argued that even a 
30 per cent celling was too 
high and called for a morato- 
rium of two to five years on 
compensation payments. 

Connell members rejected 
the request, saying Kuwait 
and other countries that suf- 
fered from the war should not 
have to wait years to receive 
compensation- Mr Javier Pern 
de Cudllar, UN sec- 
retary-general, had recom- 
mended a 30 per cent celling. 

Under the terms of the pro- 
posed resolution, the govern- 
ing council of the UN Compen- 
sation Commission would set 


THE South African economy 
shows no signs of emerging 
from a 27-month downswing, 
according to the Reserve Bank. 
In Its quarterly report released 
yesterday, the central bank 
said the downturn which 
started in March 1989 was last- 
ing considerably longer than 
the average 17 months since 
the be ginning of the 1940s. 

Real gross domestic product 
declined by 1 per cent In the 
first quarter of 1991, broadly 
the rate during 1990, and the 
sixth consecutive quarterly 
decline. 

The picture is partially miti- 
gated by the mildness of the 
contraction. The report notes 
that the business cycle indica- 
tor has declined by only 5.5 per 
cent so far, compared with 20.5 
and 19 per cent over similar 


periods in the previous two 
downswings. World economic 


growth during a large part of 
the period contributed to a 
buoyant export performance. 

Also relevant were strong 
consumer spending and rela- 
tively high levels of fixed 
expenditure. 

The current account deterio- 
rated sharply in the first quar- 
ter to a seasonally adjusted 
and annualised surplus of 
R1.5bn (£300m) from R9-7bn in 
the fourth quarter of 1990. This 
was largely the result of fac- 
tors relating to the Gulf war. 

The capital account pres- 
ented a better picture, with a 
net inflow of approximately 
R800m, compared with an out- 
flow of RUttm in the fourth 
quarter. 

The improved balance of 


p a ym ents position allowed the 
Reserve Bank to repay nearly 
all of Us remaining foreign lia- 
bilities related to reserves. 
Reuter adds from Lusaka: 
Z ambia 's President Kenneth 
Kaimda, chairman of the anti- 
apartheid states farfng South 
Africa, says he will only nor- 
malise relations with Pretoria 
when the white minority gov- 
ernment accepts a Systran of 
one person, one vote. 

He told members of his 
party’s youth league he was 
“not convinced" the scrapping 
of the last legal pillar of apart- 
heid in South Africa meant an 
end to white rule. The presi- 
dent said there were “still 
traces of apartheid” despite the 
repeal last week of the Popula- 
tion Registration Act. 

Dealing with Pretoria, page 6 


Senegal wins 
improved deal 
on its debts 


By George Graham in Paris 


Natal clashes mar peace moves 


By Our Foreign Staff 


AT LEAST 20 people were 
killed in South Africa’s Natal 
province during the weekend, 
amid an agreement between 
rival antl-apartheld move- 
ments and the government to 
try to end bloodshed which has 
led to more than 2,000 town- 
ship deaths since last August 

Police said yesterday it was 
the most serious upsurge in 
political violence for several 
weeks. 

The African National Con- 
gress and the largely Natal- 
based Inkatha Freedom Party, 
whose followers have been 


involved in repeated factional 
rlashw, agreed with the gov- 
ernment on Saturday to join a 
committee to draft a peace 

plan. 

It was the first time the two 
rival organisations and the 
government had met at 
national level to discuss ways 
of ending the bloodshed. 

The violence will be on the 
agenda at an ANC policy-mak- 
ing conference In Durban nex t 
week, its first in South Africa 
since it was legalised last year 
after 30 years underground. 

Chief Mangosuthn Buthelezi, 


the Inkatha leader, played 
down the significance of the 
“peace summit" at a press con- 
ference in London yesterday 
but expressed scene optimism 
that the violence would even- 
tually end. 

Chief Buthelezi was visiting 
London on his way back to 
South Africa after meeting 
President George Bush and 
other US leaders In 
Washington. 

He is due to meet Mr John 
Major, the.British prime minis- 
ter, today and Mr Douglas 
Hurd, fife foreign secretary. 


SENEGAL has won new and 
more favourable terms for Its 
debt from the Paris Club of 
creditor ^ 

They have rescheduled Sen- 
egal's official debt «m the bads 
of the three options known as 
the Toronto terms, previously 
applied only to low-income 
countries. 

Senegal Is officially classi- 
fied as a lower-middle income 
country, although Its gross 
domestic product is estimated 
at only fractionally more than 
the $500 (£307) per head cutoff 
which would place it in the 
lowest bracket 

Paris Club members will 
choose between wri t i ng off a 
third of Senegal's drift service 
obligations and ccmsoHdating 
the rest at market Interest 
rates over 14 years; consaUdat 
Ing the entire debt at market 
rates but over 25 years; and 
cousolMatlwg at rates &5 per- 
centage points below the mar- 
ket over 14 years. 

Participating countries may 
also, on a voluntary basis, 
swap U pi j fad an um nfa of ftri r 
debt Into local currency for 
environmental, aid or Invest- 
ment projects. 

these are the condi- 
tions previously applied to the 
very poorest countries, such as 
Niger and Mall. Senegal's debt 
totalled 34.11m at the end of 
1989, equivalent to around 93 
per cent oS GBP. Almost all of 
it Is in the form of official 
credits. 


NIGERIA has paid at least 
DSSOOm (2272m) towards the 
construction of a DM2.4bn alu- 
minium smelter, placing the 
government In conflict with 
inte rnational creditors who 
have demanded that the proj- 
ect be scrapped. 

The payments, conflrmedby 
western diplomats, have been 
made to Terrostaal of Ger- 
many, fife project’s contractor. 
The smelter, with, an annual 
capacity erf 180,000 tonnes, is to 
be the largest in sub-Saharan 
Africa. 

Diplomats say that the capi- 
tal cost of the project is 60 to 
100 per cent above the costs of 
ahnfiar projects elsewhere in 
the world. 

The project is a top priority 
of the present military admin- 
istration, whidx is scheduled to 
hand over power to a civilian 
government in October next 
year, just as the smelter begins 
production. 

Mr Abubakar Alhaji, the 
ftnatwe minis ter, is also chair- 
man of Aluscon, the company 
which will own the smelter. 
Government officials say that 
the project is at the heart of 
developing Nigeria’s under- 
used natural gas reserves, with 
the 540 megawatt electricity 
station which will run the 
plant being powered by gas. 

Critics of me project point to 
its lack of backward integra- 
tion into the domestic econ- 
omy - the ainmfnfl, petroleum 
coke- and pitch will all have to 
be imported - and say that, 
thanks to the project’s high 
capital cost, the end product 
will have to be subsidised to be 
sold on the world market 

Reynolds International Met- 
als of the US. which is to co- 
manage the plant with Ferro- 
staaL has signed a 10-year 
agreement to buy 140,000 
tonnes a year on a formula tied 
to prices on the London Metal 
Exchange. 

Critics also point to the low 
levri. of equity . $S00m, of which 
Ferros taal as the contractor 
accounts for just $90m, or the 
equivalent of 8 per cent of total 
project cost The project has 
been unable to attract any 
loans from the World Bank, 
commercial banks or export 
credit agencies. 

Diplomats say the project as 
lamenlly constituted will fore- 
stall any attempt by Nigeria to 
gain a debt reduction Gram the 
Paris (Hub of creditor nations 
to which it owes $17.5bn 
(£10.7bn). 

Far the project to gain accep- 
tance, the diplomats add, the 
capital cost must be substan- 
tially reduced and equity 
increased to at least 35 per cent 
of the total cost 


A GENERAL strike paralysed 
the Central African Republic's 
capital Bangui yesterday as 
private-sector workers 
demanded big pay rises, Reuter 
reports from Bangui. 

Shops, banks and restau- 
rants were shut and hardly 
any traffic was on the streets, 
which were patrolled by the 
military. 

The strike was called by the 
privateeector trades union In 
order to press demands for 
across-the-board pay rises of 48 
percent 

A one-day general strike 
called by students a week ago 
in protest against a month-long 
teachers’ stoppage was widely 
followed. The students were 
angry at the threat to their j 
acade m ic progress. 


the actual percentage of oil 
revenues that Iraq would have 
to set aside for compensation 
payments. It is widely expec- 
ted to be close to 30 per cent. 


Iran turns to west for critical financing 


But Tehran’s new mood may not be enough to attract cash, writes Deborah Hargreaves 
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C ROWDS gathered this 
month outside the lux- 
ury Persian hotel in 
Iran’s annwit city of Isfahan, 
many of them eager to catch 
their first glimpse erf foreigners 
for more than 10 yean. The 
National Iranian Oil Company 
(Nioc) had att r acted some 350 
foreign oil people to the largest 
conference organised in Iran 
since the revolution. 

The gathering was ostensi- 
bly to discuss co-operation 
between producers and con- 
sumers in the world ofi mar- 
ket, but it masked a desperate 
sales pitch on behalf of the Ira- 
nians for western investment 
in their industry. Tehran is 
turning to the west for critical 
financing to rebuild its indus- 
trial infrastructure which has 
been tom apart by war. 

Mr Mohammad Adeli, the 
country’s central hank gover- 
nor, estimated that $3Q0bn 
(£184bn) worth of damage had 
been done to Iran's oil industry 
alone in the eight-year Iran- 
Iraq war. Western experts say 
Tehran has traditionally over- 
estimated the cost of war dam- 
age, but the country’s latest 
five-year plan calls for $Z7.7bn 
in foreign investment in indus- 
trial projects. Mr Gholamreza 


Aqazadeh, Iran’s id minister, 
who heads Nioc, is planning to 
boost oil production by 50 per 
cent to 5m barrels a day (b/d) 
by 1993 - restoring it to the 
pre-war leveL In order to do 
this , he needs t^hnicai help 
from the west and $5bn in 
cash - some of ft to come from 
overseas. 

This need has seen Iran 
enhancing Its hnag p as a prag- 
matic oil producer and a place 
where the west can do busi- 
ness. In an address which was 
read to the conference, Presi- 
dent Hasheml Rafsanjani spoke 
of a new order where 
“co-operation should replace 
confrontation”. 

After the revolution many 
international oil company 

assets in Iran were national- 
ised. Many companies would 
now like a return to the heady 
days of the 1950s and 1960s 
when they held asset stakes in 
the oil they discovered through 
a system of concessions. But 
that Is anathema to developing 
nations. One of the problems 
Mr Aqazadeh faces is negotia- 
ting a formula to get round 
this impasse. He also faces 
entrenched opposition at home. 

Total, the French oil com- 
pany, was keen to be the first 


western group to sign up with 
the Iranians, and on the final 
day of the Isfahan conference 
announced a contract to 
develop offshore oflfialds, help 
with marketing Iranian crude 
and arrange prefinancing with 
a consortium of banks. 

The deal is believed to pay 
Total up to 100,000 b/d of Ira- 
nian crude in return for con- 
tract work in the affehore Stni 
field and a potential leading 
role in the development erf 
Iran’s natural gas - the 
world's largest reserves outride 
the Soviet Union. 


B ut Tehran was quid to 
issue a denial of Total's 
claim that it had agreed 
a contract. Mr Aqazadeh 

explained that his deputy had 
signed a memorandum of 
understanding with the com- 
pany in Isfahan. "We have 
done 80 per cent of the talking 
and only a few points remain 
to be denied up, but we need a 
little more time.” 

Ur Aqazadeh said the for- 
mula for payment in oil rather 
than production-sharing still 
needed to be developed. He 
said Ntoc was talking to Ital- 
ian, German and Japanese 
companies and might be closer 


to agreement with one of th em 
rather than Total. While no US 
companies are talking about 
direct investment, the US gov- 
ernment has given permission 
for Coastal Corporation, a US 
company, to buy ism barrels 
of Iranian oil - the first pur- 
chase allowed since 1987 
- paving the way for wider 
trade between the two coun- 
tries. Japan’s Kobe Steel is to 
build a steel plant on Qeshm 
island, one of three free-trade 
zones. 

But Iran's ties with France 
are bring cemented by the will- 
ingness of French banks to 
tend money. The Iranian par- 
liament hat given pe rmissio n 
for the government and central 
bank to borrow abroad and 
Tehran has already secured 70 
per cent of its borrowing needs 
for this year, with a *2£bn gen- 
eral purpose line from Banque 
Nationals de Paris, and &2bn 
from Soriete Generate for pet- 
rochemicals schemes. 

The country is also in . the 
process of rebuilding its rela- 
tionship with the World Bank, 
which approved a $250m loan 
for earthquake aid. - 

Tehran is in discussions 
with the World Bank over a 
mem orandum of economic 


understanding and is talking 
to the International Monetary 
Fund over its exchange rate 
policy. But the talks have yet 
to yield concrete results. 

Iran still remains plagued by 
indecision over its official 
exchange rate. It is phasing out 
the artificial rate of 70 rials to 
the dollar which made Tehran 
by some measures the most 
expensive city in the world for 
foreign businessmen. It now 
offers a twotier system of BOO 
rials to tiie dollar as a general 


rate and a floating rate cur- 
renthr at some L300 rials to the w 


rently at some L300 rials to the 
dollar far private business and 
tourists. But the government is 
still far from a dedstaa on a 
unified rate for fear of spark- 
ing hyper -inflation 
As well as looking to the 
west, Iran is strengthening its 
ties with neighbouring Arab 
countries such as Saudi 
Arabia. Mr Hisham . Nazer 
became the first Sandr oil min- 
ister to visit the country in 12 
years when he attended the 
Isfahan conference. But these 
countries are afan forirfag to 
attract more western end 
technology. White they extend 
the hand of friendship, Iran 
will be comp uting for invest- 
ment dollars. 
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Collor launches 


• ' J % 7 ^ 

Activist with firm hand on domestic tiller '....ironic 


fresh drive to 


protect Indians 


By Christina Lamb in Rio de Janeiro 


BRAZIL'S President Fernando 
Collor has launched an envi- 
ronmental crackdown In 
response to criticism that his 
government is dragging its feet 
on promised action to protect 
A mazonian Indians. 

Returning from Washington, 
where he was much criticised 
last week for insuffici ent atten- 
tion to the Amazonian areas, 
he ordered a new operation to 
blow up airstrips used by gar- 
impenvs, illegal goldminers in 
the Amazonian north. 

President Collor also dis- 
missed Mr Cantidio Guerreiro 
as bead of the National Indian 
Foundation (FUN AD for "iner- 
tia". 

Mr Guerreiro was accused of 
failing to comply with a decree 
issued In April ordering the 
demarcation of 9.4m hectares 
of land as reserves for Yano- 
m.imi Indians wi thin 180 days. 

Mr Jarbas Passarfnho, the 
justice minister, said "already 
60 days have passed and noth- 
ing has been done". But Mr 
Guerreiro protested that the 
task was impossible because of 
an "absolute lack of money". 


FUNAI officials say the organi- 
sation has received only 0.54 
per cent of the Crl5.7bn (£33m) 
requested. 

President Collor has 
demanded that fresh impetus 
be given to the creation of 
Indian reserves. 

Under the constitution all 
82m hectares of Indian land 
(around 10 per cent of national 
territory) must be demarcated 
by 1993. 

The head of Brazil’s federal 
police went to the Yanomami 
areas in the north yesterday to 
give the go-ahead for an opera- 
tion to destroy 20 airstrips, 

used for smuggling out gold by 
the miners, who bring in dis- 
eases such as malaria to which 
the Indians have no resistance. 

Airstrips destroyed in a fan- 
fore of publicity last year have 
since been rebuilt and recently 
Yanomami territory has seen a 
new Influx of miners. 

President Collor is anxious 
that Brazil's poor environmen- 
tal image improves before the 
UN World Environment Con- 
ference, which his country is 
(hie to host next June. 


Report predicts flood of 
‘environmental refugees’ 


By Bernard Simon in Toronto 



Peter Riddell interviews Roger Porter, policy co-ordinator at the White House 


THE deterioration of the 
environment in the Third 
World could produce large 
numbers of refugees seeking 
sanctuary In industrialised 
countries, according to a Cana- 
dian government report 

Excerpts from the confiden- 
tial report, which was drawn 
up by the government's Intelli- 
gence Advisory Committee, 
were published by the Cana- 
dian media yesterday. 

The report predicts a series 
of ecological disasters or 
North-South tensions stem- 
ming from severe environmen- 
tal problems in the Third 
World. It warns of a flood of 
“environmental refugees" from 
places such as the Indian sub- 
continent and Africa as a 
result of over-population, soil 
erosion, expanding deserts and 
worsening pollution. 

The Soviet Union’s struggle 
to overcome ecological prob- 


lems will also be undermined 
by budget constraints. 

The report also out 

China, where “time is fast run- 
ning out" to prevent an envi- 
ronmental disaster. It says 
there is no Incentive for C hina, 
with big coal reserves, to ose 
cleaner-burning fuels. 

The authors of the report 
caution however, that helping 
Third World countries over- 
come environmental problems 
haa commercial drawbacks for 
business Interests in the indus- 
trialised world. 

It notes for instance that the 
Canadian forestry industry will 
lace strong competition from 
Brazil if the stripping of the 
Amazon rain forest is replaced 
by a renewable forestry indus- 
try. By contrast, environmen- 
tally harmful energy policies in 
Brazil could present lucrative 
opportunities for Canadian 
engineering companies. 


Roger Porter: enthusiast 


L ISTENING to Mr Roger Porter, 
you would hardly believe the 
R ush adminis tration has been 
accused of lacking a coherent domes- 
tic programme. As President George 
Bush’s chief adviser on economic and 
domestic policy, Mr Potter challenges 
the traditional post-war view of an 
activist president being a high 
spender, as with Elsenhower, Johnson 
or even Nixon. 

He believes the federal government 
ran have an l'nfinentiai and important 
role, not as big spender, or regulator, 
or initiator of massive new pro- 
grammes, but as a catalyst and part- 
ner with states, localities and civic 
groups. 

Mr Porter, 45, has spent his career 
alternating between the Kennedy 
School of Government at Harvard ana 
the White House, where he has risen 
to his current post as the main co-or- 
dinator of Mr Bush’s domestic pnH» 
But he is no detached academia He is 
an activist and an enthusiast 
Talking In bis office in the White 
House, Mr Porter sees the changes 
since 1980 primarily in terms of 
expenditure. There was "a fundamen- 
tal shift” of priorities following the 
big reduction in defence spending and 
rapid growth of entitlement/ welfare 
programmes during the 1960s and 
1970s. 

Defence spending was raised, the 
exponential growth of entitlements 
was halted (its share of gross national 
product levelled off) and domestic dis- 
cretionary spending was held roughly 
constant in nominal terms. 

Mr Porter accepts that this implies 
a change in the role of government 
That ties in with his view on the 
limits on a president imposed by a 
federal system where most of the 
money and decision-making power is 
at state and local level. 


THE US government should grant a 
$1,000 per-chfld tax credit to all 
American families, a federal com- 
mission recommended yesterday, 
writes Lionel Barber in Washing-, 
ton. 

Hie 34-member National Com- 
mission on C hildre n r wwMMymfe 
the tax credit as part of a $56bn 
first-year programme to pull more 
children out of poverty and 
improve their health care. 

The 500-page report is expected 
to fuel debate about domestic 
spending priorities and to high- 


light the growing gap b etw een ben- 
efits which go to children and to 
the elderiy. One in four children In 
the US are raised by single parents. 

Senator Jay Rockefeller, the 
West Virginia Democrat. who is 
considering running for the White 
House next year, is chairman of the 
commission, which started work 
three years ago. 

Mr Rockefeller said yesterday it 
made more sense to spend money 
to help children than financing a 
$40bn programme to build a 
manned space station. 


None the less he sees Mr Bush as 
one of the most energetic presidents 
of <4dg century In terms of mobilising 
the American people - not exactly a 
widely shared opinion given Mr 
Bush’s often stated preference for for- 
eign policy. 

Mr Porter highlights education. 
During the 1980s the number of chil- 
dren in elementary and secondary 
schools was virtually static at around 
4&3m, but spending per child, in con- 
stant dollars, rose by 33 pm* cent “But 
no one was really persuaded that we 
achieved a commensurate change in 
results" 

Mr Bush’s “quite different" 
approach Involves “elevating the 
importance of education as something 
that should be valued, shifting tire 
focus of attention away from 
resources, from whether we are 
spending enough, and on to results at 
the bottom line and accountability, 
ragaging society in dealing with the 
problem." 

But that does not mean a solution 
imposed by Washington. A summit 
conference with state governors has 
set national standards of what stu- 
dents shniiW know and be able to do 
at various ages in core subjects, while 


allowing state and local diversity and 
control over curriculum, teaching and 
textbooks. 

That represents a different kind of 
presidential leadership, he claims. 
“Most of the time people have equated 
presidential leadership with spending 
programmes . . . Eisenhower got the 
inter-state highway system that paved 
America tobring it together. And 
Lyndon Johnson passed a host; of 
Great Society programmes, most of 

which were subsequently found want- 


“The notion was that here is some- 
one who has a domestic agenda, but 
basically it involves spending a lot of 
money. Now we have a president who 
is working hard to help society trans- - 
form itself by establishing a set of 
goals and helping people see how they 
can go about the task of realising 
those goals." 

But do these and similar cases add 
up to a domestic agenda? Mr Porter 
ticks off a list of bills enacted - the 
budget deficit agreement, child care, 
riiwn air, affordable housing, disabili- 
ties, immig ration reform, changes in. 
farmin g support There are also pro- 
posals on education, crime, surface 
transportation, banking reform and a 


comprehensive energy strategy, as 
well as a major research' and develop- 
ment thrust. 

In many areas, such, as transport, 
the federal government is looking for 
a huger share from states and locali- 
ties. Mr Porter sounds defensive when 
asked whether the states and cities, 
with their serious fiscal problems, 
would be able to meet their obliga- 
tions. The states are not always going 
to be as fiscally strapped as they are 
now, he says. They will benefit from 
the recovery and many have a better 
fiscal base than the federal govern- 
ment. 

When challenged, Mr Pester says he 
is -a conservative, adding that while 
“George Bush Is a conservative, be is 
not au ideologue. He is interested in 
government” Many who call them- 
selves conservatives share a commit- 
ment to values such as “individual 
responsibility and the importance of 
families and -voluntary institutions 
and associations for solving prob- 
lems," he adds ■ 

Mr Porter quotes the observation of 
Alexis de Toquevflle in his 1830s' clas- 
sic “Democracy in America" about 
people voluntarily ba nding together 
and not looking to tbe government 
This has. he believes, “tended to rein- 
force a commitment to dynamism ami 
innovation that accounts for 
America being viewed as a land of 
opportunity, as a country which is on 
the frontier in the best sense of that 
term." 

Mr Bush, he says, believes that the 
outcome of the Gulf conflict helped to 
create a sense in Americans that they 
could transform the resulting confi- 
dence into other areas. 

So is there a new domestic order to 
match the new world order? There is, 
be argues, “certainly a new domestic 
vitality”; 


Argentina planning new currency Doubts on Escobar prosecution 


ARGENTINA, the world's 
inflation rhampinn, Is to intro- 
duce a new currency next year, 
the fourth in 22 years. Mr 
Domingo Cavallo, economy 
minister, has announced, 
writes John Barham in Buenos 
Aires. 

The currency, to be called 
the peso, will replace the aus- 
tral between next January and 
April. Each new peso is to be 
worth $1, or the equivalent of 
lO^JOObn 1970 pesos. 

It has become a tradition for 
each administration to mark 
its assault on inflation with a 
new currency. But inflation- 
hardened Argentines are no 
longer impressed by gimmirihg 
such as chang in g a currency's 
name. 


The austral, the present cur- 
rency, was issued in 1985 at a 
rate of one per $L25 as part of 
tbe anti-inflation strategy of 
former President Radi 
Alfnnm'n He matte much Of the 
fact that the austral was worth 
more than a US dollar. Today, 
however, it takes 10,000 aus- 
trals to buy one dollar. 

Mr Cavallo says his peso will 
not suffer the same fate 
because he is making deep 
inroads into the budget d eficit, 
the mainspring of Argentina’s 
inflation. He also riahna that 
there can be no more devalua- 
tion because the April 1 “con- 
vertibility law" requires the 
entire currency in circulation 
to be backed by the central 
bank's foreign reserves, and 


sets the exchange rate at 10,000 
australs per dollar. 

But the exchange rate is still 
an explosive subject. Last 
week. Mr Cavallo made the 
innocent-sounding statement 
that the austral-dollar 
exchange rate would not be 
fixed at 10,000 “for all eter- 
nity". Immediately, Buenos 
Aires was swept by speculation 
that devaluation, if not immi- 
nent, was a distinct possibility. 

The odds are against Mr 
Cavallo being able to hold the 
austral at its present rate until 
the new peso is introduced. 
Inflation has risen by about 12 
per cent since April 1 and the 
term of Argentine economy 
ministers is measured in 
months, rather than years. 


COLOMBIA’S “so-called 
incarceration” of Mr Pablo 
Escobar in a luxury prison 
raises doubts about its determi- 
nation to prosecute the reputed 
cocaine king, Mr Robert Marti- 
nez, director of the US Office of 
National Drag Control Pokey, 
says, AP reports from Wash- 
ington. 

"It remains to be seen how 
Pablo Escobar’s case will go 
into the future, and I believe 
that President Bush and the 
rest of us will have to wait and 
see where it’s going." 

Mr Martinez, interviewed on 
CBS TV, said the administra- 
tion was pleased that Colom- 
bia's President Cesar Gavirla 


system 


trying to develop a judicial 
tern that’ll work”. - 


But “I think Colombia will 
be on trial with Pablo Escobar 
in terms of how they deal with 
hhn, now that he is in incarcer- 
ation, or so-called incarcera- 
tion." 

The former Florida gover- 
nor's words were the harshest 
criticism yet voiced by any 
administration official of Col- 
ombia's handling of the Esco- 
bar case. 

Mr Gavirla said in an inter- 
view with the Bogota newspa- 
per El Tiempo he had assured 
Mr Bush that “we would make 
ev e ry effort to build a case". 
Tbe dismantling of tbe Med- 
ellin cartel was “a severe blow 
to drug trafficking" and 
“spelled the end of drug deal- 
ers' terrorism in Colombia”. 


But Mr Martinez said it was 
difficult for the US to congratu- 
late Colombia on taking Mr 
Escobar into custody, because 
“it appears that the fencing is 
to keep people out rather than 
to keep him in". 

Mr Escobar surrendered on 
Wednesday. He was taken, 
along with two lieutenants, to 
a jail prepared for him in his 
home town of Envigado. The 
jail has private baths, gardens, 
a soccer field, television and 
game rooms. 

On the same day a panel 
writing a new Colombia consti- 
tution to take effect on July 5 
voted to ban extradition. 

Mr Escobar feces nine indict- 
ments in the US on drug traf- 
ficking or murder charges. 


WORLD TRADE NEWS 


Downturn 

strikes 

European 

textiles 


US senators press for initiatives against Beijing 


By Nancy Dunne In Washington 


Czech 

cement 


By Alice Rawsthom 


THE EUROPEAN textile 
industry suffered the parallel 
problems of lower orders and 
higher stocks in the first quar- 
ter of 1991, according to the 
latest figures from tbe Interna- 
tional Textile Manufacturers 
Federation in Zurich. 

Europe's spinning companies 
bore tbe brunt of the first-quar- 
ter downturn. The level ot yarn 
orders fell to its lowest for 
more than four years. The 
Europeans also saw yam out- 
put fall and stocks rise in the 
first three months of the year 
against the preceding quarter. 

The sluggish first quarter 
contributed to a 6 per cent fell 
in European yarn output since 
1987. This compared to an 
increase of 10 per cent in Asian 
output over the same period. 
The US spinning Industry has 
achieved a marginal increase 
over its 1987 production levels. 

Despite the foil in Europe, 
worldwide yarn output in the 
first quarter of this year was 
still 5 per cent higher than in 
1987, according to the ITMF. 

By contrast, tbe interna- 
tional weaving industry has 
sustained a 7 per cent foil in 
production since 1987. The situ- 
ation deteriorated in the first 
quarter when several countries 
- including France. Japan, 
Turkey and the UK - saw fab- 
ric output foil by more than 10 
per cent compared with the 
same period in 1990. 

The only country to achieve 
an increase in output was 
South Korea, which saw pro- 
duction rise by more than 10 
per cent in the first quarter. 
The US weaving Industry was 
static. 

However, worldwide fabric 
stocks fell in the first quarter 
of 1991 compared with the pre- 
vious three months. This foil 
was mainly due to sharp stock 
reductions in India, Spain, the 
UK and the US. 

• The British Textile Confed* 
e ration (BTC) yesterday urged 
the European Commission to 
take action against the dump- 
ing of cotton and spun syn- 
thetic yarns by Far Eastern, 
South American and Mediter- 
ranean countries when it 
decides this week whether to 
take action. The BTC said that, 
in the past two years in Britain 
alone, 21 spinning units had 
closed with the loss of some 
2,000 jobs. 


THE beleaguered US senators who 
favour extension of Most Favoured 
Nation trade status for China are 
urging tbe White House to take the 
Initiative against “Chinese intransi- 
gence" on a wide range of concerns. 

One of these actions could mean 
immediate US support for Taiwan’s 
admittance to the General Agreement 
on Tariffs and Trade. 

A letter to President George Bush, 
signed by Senator Max Baucus. chair- 
man of the international trade sub- 
committee, and 14 other senators of 
both parties, expressed concern about 


China's human rights violations; its 
sales of advanced missiles to Syria 
and Pakistan and nuclear technology 
to Algeria; its failure to protect intel- 
lectual property rights; and trade bar- 
riers. “The administration has 
allowed China to dictate US policy 
toward Taiwan, declining to support 
Taiwan's Gatt application despite 
clear economic benefits to the US,” 
tbe letter said. 

Although it will be vetoed, Con- 
gress is expected to vote down the 
president's recommendation to extend 
China's MFN status in the next few 


weeks. Meanwhile legislation to 
extend MFN with conditions, which 
could get the two-thirds vote needed 
to override a veto, is making its way 
through both houses. 

Conditional MFN is seen by busi- 
ness interests as tantamount to MFN 
withdrawal; it is widely assumed that 
Beijing will not agree to any condi- 
tions Congress would Impose. 

The administration is ree xamining 
the issue of Taiwan's Gatt member- 
ship. Its stance has been that China 
and Taiwan should be admitted at the 
same time. It has already cited China 


under the Special 301 provision of the 
1988 Trade Act which requires retalia- 
tion if US concerns about the protec- 
tion of intellectual property rights are 
not addressed within six to nine 
months. The White House has also 
taken steps to restrict some technol- 
ogy transfers to China. 

China, unlike Mexico, haw consis- 
tently refused to respond to US con- 
cerns. Mr Linn Williams, deputy trade 
representative, last week said no 
progress had been made in recent US- 
China talks over market access and 
Intellectual property rights. 


The senators suggested “concrete 
steps" tiie administration could take 
against China, besides immediate sup- 
port of Taiwan's Gatt membership. 
These include a “reinvigoration" of 
opposition to multilateral loans and 
strong action under US trade law gov- ; 
erring unfair trade barriers and ! 
imports produced by prison labour. I 
“In tiie area of nuclear and missile 
proliferation, the US could immedi- 
ately negotiate for strict, multilateral 
technology restrictions conditioned 
upon C hinese adherence to accepted 
international standards," they said. 
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Philip Gawith reports that economic criteria are 
now as important as politics in determining trade 
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T HE idea of regional eco- 
nomic integration is 
southern Africa has 
been on the agenda since the 
turn of the century, when 
romantic engineers toyed with 
the Idea of running the gold 
mines of the Witwatersrand 
from hydro-power generated at 
Victoria Falls. That was never 
realised, but the idea of a 
regional grouping received new 
vigour earlier this month when 
South African President FW 
de Klerk floated it on his his- 
toric visit to Kenya. 

Two years ago, such talk 
would have been inconceiv- 
able. But tbe speed of South 
Africa's reintegration Into 
Africa has rivalled even the 
formidable rate of internal 
political reform. The two, of 
course, are Intimately related. 
As Dr Erich Leistner of the 
Africa Institute in Pretoria 
observes: “Apartheid [was] the 
futile attempt of white South 
Africans to escape the realities 
of their African existence.” The 
shedding of apartheid has not 
only made South Africa more 
acceptable to its African neigh- 
bours; it has reminded South 
Africans that their well-being 
is inextricably bound up with 
Africa’s. 

The simultaneous failure of 
foreign aid and advice to arrest 
Sub-Saharan Africa’s debilitat- 
ing economic spiral has also 
brought South Africa and 
Africa closer together - effect- 
ing a fundamental shift in the 
basis for regional co-operation. 

Previously the relationship 
was distorted by political fac- 


tors, notably the desire of 
frontline states to distance 
themselves from South Africa. 
To this end they formed the 
Southern African Development 
Co-ordination Conference 
(SADCC) in 1980 with the aim 
of promoting development in 
the 10 frontline states and 
reducing their dependence on 
South Africa. Only now are 
economic criteria beginning to 
enter the discussion. 

In terms of infrastructure 
and trade, there Is already a 
substantial base to bulk! upon. 
Escom, South Africa's power 
utility which produces 60 per 
cent of the continent’s electric- 
ity, sells to six frontline states. 
Spoomet, the South African 
rail company, carried about 6m 
tonnes of freight in the region 
last year. 

Trade between South Africa 
and Africa is also flourishing. 
Accurate figures are difficult to 
come by, but trade and foreign 
affairs officials estimate the 
figure to have been R7bn 
(£1.5bn) to RIObn last year. 
Growth is reckoned to have 
been 40 per cent in 1989 fol- 
lowed by 22 per cent in 1990. 
South Africa traded with every 
African country except Equato- 
rial Africa and Djibouti and 
diplomats visited 21 African 
countries outside southern 
Africa during the past year. 

Although no longer the sole 
factor determining relations, 
politics will remain crucial in 
determining the rate of South 
Africa’s integration. Develop- 
ments in South Africa, Angola 
and Mozambique, to mention 


the most obvious, will all play 
a part, while South Africa's 
rehabilitation will be incom- 
plete without the imprimatur 
of the Organisation of African 
Unity. 

Africa and South Africa are 
enjoying a honeymoon phase. 
Difficult decisions, however, lie 
ahead. 

In particular, what form will 
regional co-operation take? 
How will existing, overlapping, 
structures such as SADCC, the 
South African Customs Union 
(which allows for the free 
interchange of goods among 
South Africa, Botswana, 
Lesotho and Swaziland, while 
Pretoria distributes customs 
revenue among the members 
according to an agreed for- 
mula) and the Preferential 
Trade Agreement (a grouping 
which includes 12 eastern 
southern states) be rational- 
ised? 

Dr Leistner, who believes 
co-operation should initially be 
bilateral and functional in 
emphasis, cautions strenuously 
against grandiose schemes 
involving some regional body 
with regulatory and prescrip- 
tive powers. He is sceptical 
about the prospects for trade 
integration between countries, 
with little trade am o n g them- 
selves, most of whose exports 
are In commodity form out of 
tiie region. He also notes that 
South Africa Is faced with fac- 
tors which have bedevilled 
other African regional group- 
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HEIDELBERGER Zement of 
Germany has agreed to buy a 
40 per cent stake in two of the 
largest Czech cement compa- 
nies, Pragocement and Ceva 
Kralnv Dvur, for DM32m 
(£10 .8m) each, according to a 
preliminary agreement signed 
at the weekend, writes Arlane 
Genillard in Prague. 

Ceva Kralnv Dvur, in 
Beroun, central Bohemia, will 
also sell 49 per cent of its 
wholly-owned subsidiary Vel- 
kolom Certovy Schody (VCS) 
to the Belgian company Uurist 
for DM22m. VCS operates the 
largest limestone reserve In 
eastern Europe and Lholst 
intends to increase its initial 
Investment by DM20m within 
two years. 

Holderbank of Switzerland 
will also boy 30 per cent of the 
cement factory Prachovice in 
northern Bohemia far DM42m. 
Holderbank’s ownership of the 
Czech company is expected to 
increase later to 57 per cent. 

AH three new foreign own- 
ers plan to redirect cement 
company's exports towards tiie 
German market. 
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ings - “narrow nationalism, 
failure to equalise the costs 


failure to equalise the costs 
and benefits of closer union, 


disparate ideologies, and the 
lack of a strong political com- 
mitment to regionalism". 

For Pretoria’s partners there 
is a danger that their indus- 
trial sectors will be over- 
whelmed If fully exposed to 
competition from South Africa, 
whose GDP accounts for at 
least 80 per cent of the 
region’s. If trade is to flourish. 
South Africa will have to find 
ways of increasing' its imports 
from the region. 

There are two further, 
related, dangers: excessive 
expectations and excessive 
introspection. Guilty on the 
former count are numerous 
African politicians who seem 


to think that South Africa will 
be aide to wave some sort of 
magic wand over the conti- 
nent’s problems. It cannot. 
Going too far in the other 
direction is the ANC, which 
has come close to enunciating 
a “South Africa First” policy. 
Mr Thabo MbeM, head of ANC 
foreign affairs, said in May 
that an ANC government 
would not be able to do much 
for neighbouring states. 

At one level be is correct 
South Africa’s own problems 
are far too pressing to be going 
off solving others’. On the 
other hand. South Africa will 
find it difficult to flourish if 
the region is disintegrating. 


Famine, pestilence, disease and 
refugees do not recognise 
national boundaries. 

Also, 90 per cent of South 
Africa’s trade with Africa goes 
into the region, so it has a 
vested interest in its health 
and prosperity. 

The challenge for South 
Africa will he to balance these 
two policy imperatives - home 
and the region. Ultimately, 
they are complementary, not 
antagonistic. As Ms Judi 
Koscz, a senior Escom execu- 
tive, commented: “Together we 
can achieve a great deal mare.” 
It may sound like a building 
society commercial, but it is 
tiie truth. 


THE Venezuelan cabinet baa 
approved two international 
aluminium projects designed 
to Increase smelting cap a cit y 
by 454,000 tonnes, writes Joe 
Mann in Caracas. 

The government ori ginally 
plan ned to choose only one but 

surprisingly decided on both. 

Total costs for the two pro- 
jects, which are to be partially 
financed with debt-equity 
swaps, are estimated at over 
S2bn (£L2bnK Swaps approved 
for the project are said to 
reach $577 Hl 

The projects are put of a 
plan to convert Venezuela Into 
a big. world aluminium 
exporter. Traders fear a con- 
tinuing build-up of stocks this 
summer as producers in North 
America and Europe ma ke 
only minor production cuts 
despite falling demand. Cash 
alnminimn dosed at IL285 a 
tonne yesterday on the London 
Metal Exchange, a fen of $21 
on the day, on fears that USE 
Stocks would Singe again Hih 
Stocks are already at a 
record 433,400 tonnes. 
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UK to boost sales 
of electronic 
parts to Japanese 


By MhituKrf;Skflplhker. 

JAPANESE companies 
manafactuxbi&Jn the TIE Buy 
only per cent of their Elba-* 
year electronic components 
demand from British-based 
companies, according to- a 
report prepared for the Depart- 
ment of Trade and Industry 
(DTD by InterMatrix, a consult- 

mg firm. • 

air Peter iiiley, the trade ' 

and industry secretary, yester- 
day launched the Japan Elec- 
tronics .Business Association 
(Jeba) to* increase the propor- 
tion of t»mpanents supplied by 
UK companies. 

Jeba, set up by senior execu- 
tives with experience of sup- 
plying Japanese companies 
and open to all UK-based com- 
ponent manufacturers, will 
share knowledge on how to sell 
to Japanese companies and 
help Japanese manufacturers 
identify competent UK-based 
suppliers. 

Mr LHiey said the initiative 
would help the UK maviTni<» 
the benefits of its success in 
attracting the highest level of 
Japanese manufacturing 
investment In the European 
Community. The UK has 
attracted 41 per cent of all Jap- 
anese direct investment in 
Europe. 


The report, by InterMatrix, 
said new electronics-related 
-investment in. the UK was 
likely to slow over the next few 
years as almost all the leading 
Japanese manufacturers now 
have UK facilities. But the 
report slid that the longer Jap- 
anese manufacturers stay, the 
more they tend to use local 
suijpjiers. ' 

Total electronic component 
demand by Japanese manufac- 
turers la the UK is just ova 
£lbn, of which UK-based sup- 
pliers presently provide about 
£150 m. The report estimates 
that between 20 and 30 per cent 
of the Japanese companies’ 
component demand is met by 
in-house suppliers, leaving a 
market of about £765m avail- 
able to other UK-based compa- 
nies. - . . 

Components demand by Jap- 
anese companies in the UK is 
expected to grow by 67 per cent 
to XLltm by 1995. 

Demand not met by in-house 
suppliers is likely to grow by a 
similar proportion to £L3bn. 
Demand far Electronic Compo- 
nents by Japanese Electronic 
Equipment Manufacturers in 
the UK. free from Jeba, DTI, 5th 
Floor ; Ktngsgate House, 6 6-74 
Victoria Street, London SWlE 


Bankers 
oppose US 
proposals 

By David Lasceltes, 
Banking Editor 
The UK banking industry is 
opposed to proposals from the 
US Treasury to reform US 
banking law because of the 
impact they could have on for- 
pjg n banks, according to the 
the British Bankers Associa- 
tion ©BA). 

Lord Incbyra, the sec- 
retary-general of the associa- 
tion said yesterday that the 
proposals would result in 
major changes which would 
put foreign banks at a disad- 
vantage in the US market. 

‘ The BBA was lobbying 
against the proposals both 
directly and through interna- 
tional lobby groups. 

The OS Treasury's plan, 
which is currently being 
debated by Congress, would 
oblige foreign banks to incor- 
porate in the US If they 
wanted to take advantage of 
more liberal laws which are 
being proposed. This would 
restrict their freedom of action 
and reduce the amount of 
lending business they could 
take on. 

Lord Inchyra was speaking 
on the publication of the 
BBA’s annual report. An Indi- 
cation of the changing pan- 
orama of the BBA is that of 
the 40 policy issues discussed 
in the report, 21 relate to the 
EC and creation of ft* sin- 
gle market. 


Export sales add gloss to lacklustre trade figures 


By Peter Marsh, Economics Staff 

THE underlying level of export volumes 
over the past three months is the high- 
est on record, according to the latest 
UK trade figures Issued yesterday. 

The solid performance by exporters 
has added gloss to an otherwise lacklus- 
tre period for UK trade - in which 
imports have been surprisingly resil- 
ient, despite the deep recession. 

Exporters have increased sales in 
spite of poor trading conditions In 
much of Europe and in the US, where 
demand has been low due to weak eco- 
nomic growth. 

The Central Statistical Office (CSC) 


said in the three months to May, the 
adjusted volume of non-oil exports - 
excluding erratic items such as aircraft 
and gems - rose by 2% per cent com- 
pared with the previous quarter. 

Export volumes in the most recent 
quarter were 3 per cent up on the equiv- 
alent period in 1990. They were margin- 
ally above volumes between September 
ana November last year - the previous 
record period. 

The underlying level of import vol- 
umes over the past three months was 
l‘A per cent higher than in the previous 
quarter. Although the figure was 5 per 


cent less than in the equivalent period 
last year, import volumes over the past 
six months have shown little movement 
- against expectations that in a reces- 
sion the trend should be clearly down- 
wards. 

Last month, the value of exports was 
£S.5bn, an increase of £0.1bn on April, 
while imports rose by a similar amount 
to £9.5bn. That pushed the deficit on 
visible trade to £923m. compared with a 
revised 2837m for April. 

For both April and May, government 
statisticians are assuming that invisible 
earnings, arising from services, govern- 


ment transfers and banking payments, 
will provide a surplus of £400m. 

The deficit on the whole of the cur- 
rent account for May is put at £523m, 
compared with £437m in April 

As invisible earnings fluctuate by 
large amounts and are subject to con- 
tinual revision, a better guide to the 
underlying level of the UK’s transac- 
tions with other nations is visible trade, 
less oil and erratics. These statistics, 
with the exception of a low figure in 
April have shown the monthly deficit 
hovering around £l.lbn since the end of 
1990. 


Economic activity continues to slow as GDP falls 0.6% 

By Rachel Johnson, Economics Staff 


THE British government 
yesterday indicated that the 
recession has now lasted 
almost a year by confirming a 
decline in the level of UK eco- 
nomic activity in the first quar- 
ter of 199L 

The Central Statistical Office 
(CSO) reported that gross 
domestic product fell - in line 
with expectations and earlier 
provisional estimates - by 0.6 
per cent between the final 
quarter of 1990 and first quar- 
ter of this year. 

According to the so-called 
average measure, activity was 
Z5 per cent down compared 
with the first quarter of last 
year. 

Yesterday’s national 
accounts gave the breakdown 
of GDP's output, expenditure 
and income-based measures. 


They added detail about the 
impact of the recession on dif- 
ferent parts of tiie economy, 
and gave figures on profits and 
investment for the depressed 
corporate sector. 

Real consumer spending rose 
by 0.4 per cent over the quar- 
ter, reflecting the rush to buy 
durable goods before the April 
1 rise in VAT and the 3.6 per 
cent surge in March retail sales 
volumes. 

Spending on vehicles, how- 
ever, fell by L9 per cent over 
the quarter and by 19 per cent 
compared with the same quar- 
ter last year. 

The Gulf war distorted the 
figures. It helped to trigger an 
annual 4 per cent first quarter 
decline in transport and com- 
munication services. 

Service-sector output was 1.2 


UK GPP 

Constant (actor cost 
(seasonally trusted. 1985=1 00) 



per cent lower in the first quar- 
ter than in the same quarter of 
last year - the fizst annual 
rate of decline in this reces- 
sion. 


Though the GDP fall was the 
third in a row, it was smaller 
than the L4 per cent and 0A 
per cent declines in the third 
and fourth quarters respec- 
tively. 

Other highlights of the 
national accounts were; 

• A 13 per cent drop in gross 
trading profits of companies 
and public corporations com- 
pared with the same quarter 
last year. 

• Continued growth in aver- 
age earnings that pushed up 
income from employment 1 per 
cent over the quarter. 

• A quarterly 2.1 per cent 
increase in the GDP deflator - a 
good measure of domestically- 
generated inflation. This 
increased by an annual 7 A per 
cent, after an annual BA per 
cent in the fourth quarter. 


The CSO said that once oil 
and gas production was 
excluded from the figures, eco- 
nomic activity declined “at the 
same rate" as in the previous 
two quarters. But it pointed 
out that output levels in this 
recession hod not fallen so 
sharply ns in the recession of 
the early 1980s. 

Mr Gordon Brown, trade and 
industry spokesman for the 
opposition Labour forty, said 
the figures showed the reces- 
sion hitting every part of the 
economy, with manufacturing 
down 5 per cent on a year ago, 
and distributive trades 2 per 
cent 

“The figures show little evi- 
dence of the investment-led. 
industry-led or export-led 
growth essential for the long 
term," he said. 


Separation of mail 
service to cost £10m 

By Roland Rudd 

FIRST and second «•-!««« mail national letter service for sec- 
services could be separated at and class malL . 
a cost of around £10m and While the price of a. first 
would enable ministers to abol- class stamp, which accounts 
ish the Royal Mail’s monopoly for 40 per cent of all letters, 
on first class letters, a govern- would be expected to foil In 
meat-commissioned report into urban areas it would almost 
the Post Office dhows. . certainly rise in rural coumm- 

The Post Office, at the nities. 
behest of the Department of Sir- Bryan Nicholson, chair- 
Trade and Industry, asked man of the Post Office, made it 
Ernst and Young, the auditor, dear, however, that the Report 
to draw up a blueprint on how had been complied at the gov- 
it could eliminate the cross- emment’s instigation. - 
subsidy between' first and sec- He said; “1 would only need 
ond class letters.. . this report commercially if the 

Ministers .wanted to know ground rules changed 'Minis- - 
whether it was possible to sep- ters wanted it so they could 
arate the two services. The look at what they do about far- 
confidential report, ' which has ther liberalisation. " 
been sent to. the DTI, shows The Ernst and Young report 
that the radical move is praett recommends the establishment , 
caliy and financially &adhl&- * of a sorting system to sift' 
The Post Office has a monop- through the 60m letters the 
oly on all letters under £l..Sep^ Post. Office receives each day 
m ating the two services would - to separate, first and second 
allow the government to open dass roafl. . 
up first dass mail to direct Sir Bryan admitted that 
competition from private coo- there would be some ;<fifficul- 
rfer firms by reducing the ties in identifying the ‘cross- , 
letters monopoly from £1 to subsidy between the two ser- 
about 25p. vices. But be believes such a 

Such a move would prove shake-up would be easier to 
controversial since the Post complete than the Post Office's 
Office, if stripped of its monop- - earlier transformation into 
oly for first class letters, would three main business sectors: 
only be able .to guarantee a parcels, letters and counters. 


Liverpool refuse workers 
‘to accept new pay offer’ 

By tan Hamilton Fazey, Northern Correspondent ; : 

LIVERPOOL’S refuse collectors waste disposal specialist, takes 
are expected this morning to over rubbish collection, having 
accept a new. offer from the won the contract under the 
city council and immediately government's new compulsory 
to start clearing 12,000 terns of competitive tendering rules, 
rubbish from the streets and Losing the previously .consdi- 
temporary tips in parks. . dated bonuses from severance 
Mr John Walker, convenor of pay would have' been worth up 
the GMB general workers to £2A00 a man. 
unio n branch which represents Under the deal the 12,000- 
the refuse workers, said last ton backlog has to be cleared 
night he would recommend the by Friday week if the men are 
offer, which provides extra to qualify, for a £150 bonus, 
opportunities to earn overtime The deal is understood to 
and guarantees, that bonuses Involve up to two hours over- 
will count towards redundancy time a day, pins Saturday and 
payments. - Sunday shuts. 

Earlier, the 460 workers Council officers were also in 
voted to return to normal five- negotiation last night with 
day working, but rejected the other town hall unions to try 
councQ’s previous ‘‘ final" offer and match as many job losses 
because this threatened to as possible to vacancies, 
remove bonuses of £61 a week The unions have been stag- 
horn redundancy calculations Ing a series of' industrial 
if the men did not give in. actions against council plans 
All the men will be made to axe 1,000 jobs to reduce over- 
redundant at the end of July staffing. However talks have 
when Onyx, the French-owned prevented escala ti on . 
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We treat hirers 

just like buyers. 


Hiring a Fiesta from us is no different to buying a 
Scorpio from us. 

You’ll be treated as a privileged customer. 

You'll be offered a choice of the latest saloons, 
hatchbacks, estates and vans. 

You'll drive a car which, on average, is under ten 
months old. 

Your car will be serviced by Ford trained mechanics. 

. And wherever you are, you’ll never be far from a 

‘Written details on request. Just- ring Ford Rent-a-Car Central Control on 0583 861247. Published by Ford Motor Company Limited on behalf of 
Ford Rent-a-Car dealers. Compulsory vehicle insurance and hire are subject to status. A minimum deposit is required. 


Ford Rent-a-Car dealer. There are over five hundred 
throughout Britain. 

For this exceptional service, you might expect to 
pay an exceptional price. 

Not a bit of it. Our rates are local rates. 

The message is clear. For higher standards, hire 
from Ford Rent-a-Car. 

Better Rent Ford. 
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Kinnock 
looks both 
Euro-ways 

By Quentin Peel in Bonn 

UR Nett Kinnock, leader of the 
British Labour party, visited 
Bonn yesterday. 

He talked with sympathy 
and understanding about the 
German view of European fed- 
eralism, of reinforced political 
and monetary anion: and then 
he sought, ever so carefully, to 
himself from it. 

Federalism, he declared, was 
not all bad. It was just bad the 
way it was understood back In 
Britain. So perhaps ft would 
be better not to use the word 
at all. 

As for the sternly indepen- 
dent German Bundesbank 
being a model for a future 
European central bank, that 
was fine too - because it was 
not really as independent as it 
sought to make out. Any 
future central banks must be 
accountable to elected govern- 
ments too, he said. 

His visit was a studied exer- 
cise in demonstrating the 
Labour party's worthy role as 
a future British government 
and interlocutor of the Bonn 
regime. 

The result was that Hr Kin- 
nock, emerging from talks 
with Chancellor Helmut Kohl 
and Mr Hans-Dietrlch Gen- 
scher, the foreign minister, 
managed to assume a Euro- 
role almost Indistinguishable 
from that of Mr John Maim:, 
the UK prime minister. 


Major issues warning on 


‘federal 

By Philip Stephens, Political 

MR JOHN Major, the prime 
minister, will today warn Mr 
Jacques San ter that Britain 
will not allow the Luxembourg 
presidency of the European 
Community to bounce the gov- 
ernment into acceptance of a 
“federal" destination for 
Europe. 

His talks with the Luxem- 
bourg prime minister will be 
followed by a determined effort 
tomorrow by Mr Douglas Hurd, 
the foreign secretary, to 
reunite the Conservative party 
behind a positive but prag- 
matic approach to European 
integration. 

Nervousness among Tory 
MPs that the approach to the 
Luxembourg summit on Friday 
could re-open internal divi- 
sions over Europe was height- 
ened yesterday when Mrs Mar- 
garet Thatcher recorded a 
lengthy interview for US televi- 
sion. 

It is thought, however, that 
the former prime minister 
focused her comments on her 
long-term vision of a greatly- 
enlarged Europe with strong 
links to the US rather than on 
the immediate issues facing 
the government. 

Mrs Thatcher is understood 
to have been dismayed by the 
media reaction to her com- 
ments in the US last week 
which were taken as a direct 
challenge to the Mr Major. 


goal for 

Editor 



John Major: will not be 
bounced into acceptance 


As a result she went out of 
her way during the latest inter- 
view - to be shown tomorrow 
on a satellite television chan- 
nel - to avoid a detailed discus- 
sion of Mr Major’s handling of 
negotiations on economic and 
monetary and on political 
union. 

Despite the ambitions of 
some of Britain’s partners - 
underlined yesterday during 
the Anglo-French summit in 


Europe 


Dunkirk - Mr Hurd will use a 
set-piece House of Commons- 
debate tomorrow to reassure 
Tory MPs that he is confident 
of a negotiated sett l e ment at 
the end of year. 

The foreign secretary, who 
has consistently warned col- 
leagues about the danger of 
creating intern al div isions by 
fighting non-existent 
“demons”, is expected to prom- 
ise a constructive bat robust 
approach at the Luxembourg 

summit 

The opposition parties, how- 
ever, will seek to preempt his 
efforts by stepping up pressure 
cm Mr Major during prime min , 
lster’s questions today to repu- 
diate Mrs Thatcher's views. 

They will seek to capitalise 
also on the expectation that Mr 
Edward Heath - the party 
leader from the mid-1960s and 
early 1970s - who launched a 
vociferous attack on Mrs 
Thatcher last week, plans to 
speak in tomorrow’s debate. 
She is unlikely, however, to 
follow his lead. 

• Government officials said 
yesterday it was “unlikely" Mr 
Major would be present in the 
Commons chamber for tomor- 
rows debate on Europe. 

Mr Donald Anderson, the 
opposition Labour party’s for- 
eign affairs spokesman, said 
his absence was a sign of inde- 
cisiveness. 


Lloyds set to reveal first losses in 20 years 


By Richard Lapper 

THE NUMBER of legal 
disputes to recover losses at 
Lloyds of London could rise 
sharply over the next few 
weeks as the Insurance market 
prepares later this week to 
announce its first overall 
losses for over 20 years. 

It emerged yesterday that 
another group of Names, the 
individuals whose wealth 
backs underwriting at the mar- 
ket, is considering taking legal 
action In a bid to recover 
losses. 

The Names are among over 
2,000 members of three syndi- 
cates managed by Gooda 
Walker and related agencies 
and have suffered losses to 
date of over £180m from busi- 
ness written in 1988 and 1989. 
Syndicates are groups of 


Names. Agencies manage their 

affair e 

Over 2,000 of the 26.500 
Names at Lloyd's have already 
taken legal action in six sepa- 
rate cases. 

They allege that the negli- 
gence of their agents, and in 
one case the Lloyd's Corpora- 
tion Itself, is responsible for 
inanrawna losses dating back to 
1980. 

Although many of these 
Names have been hit by US 
asbestosis and pollution losses, 
the Gooda Walker syndicates 
s pecialise d in catastrophe busi- 
ness and were hard hit by the 
explosion aboard the Piper 
Alpha oil rig in July 1988 and a 
string of other disasters in 
1989. 

These catastrophe losses 


have rocked the London insur- 
ance market and are one of the 
main reasons for losses of over 
£500m for 1988 which Lloyd’s 
will announce tomorrow. 
Losses for 1989 could amount 
to over Elbn. 

News of the potential action 
by the Gooda Walker Names 
follows the annmmcBmi»nt this 
weekend by the former Conser- 
vative MP Mr Tom Ben yon, 
Mmaelf a Gooda Walker Name, 
of a new pressure group for 
Lloyd’s Names, the Society of 
Names. 

The Society said yesterday 
that it was offering Names 
“more than tea and sympa- 
thy”. 

This is “action group - not 
a shoulder to cry on.” a spokes- 
man added, althoug h he tfau lfri 


any criticism of the approach 
of the Association of Uoyd’s 
Members, the organisation 
which represents over 9,000 
Names. 

The ALM has recently wel- 
comed the establishment by 
Lloyd's of improved arbitration 
procedures. 

Mr Tom Benyon, the former 
Conservative MP, advised 
Gooda Walker Names that any 
attempt to settle grievances 
within new arbitration proce- 
dures being developed by 
Lloyd’s “would be in vain." 

According to Mr Alfred Doll- 
Steinberg, the chairman of the 
Gooda Walker Names commit- 
tee and a founder member of 
SON: “The ALM is doing a 
good job but they are not a 
unio n for Names.” 


BRITAIN IN 
BRIEF 



Chief of UK 
river agency 


to resign 

The chief executive of the 
National Rivers Authority, 
which pfaint* to be the 
strongest environmental 
protection agency in Europe, . 
has resigned. 

A statement said Mr John 
Bowman, fhiof executive d n| * 
the authority was launched 
In September 1989, was 
leaving by mutual agreement. 

“Because of shortcomings 
in internal management 
arrangements, it has been 
agreed by both Mr Bowman 
and the NBA that at this stage 
in tire organisation's 
development the interests of 
both parties would be best 
served by a change at the top,” 
the statement said. 


Liberal warning 
on defence 

Sir David Steal, foreign affairs 
spokesman of the Liberal 
Democrats warned that 
obstruction of a European 
security and defence policy 
would hamper tiie common 
security of the region. 

Britain has to chink of its 
security in European, not 

national , terms and ghanrtrm 

tile idea that the country was 
“special”, Sir David told an 
audience in Norway. There 
had to be planning for the 
eventual withdrawal of US 
troops. 


Contract for 
turbine group 

European Gas Turbine 
Company, part of the 
Anglo-French GEC Alsthom 
heavy engineering group, has 
been awarded a £fim contract 
to supply three gas turbine 
generator sets far a big oil 
refinery near Mfiford Haven, 
Wales. 



Whnhiedon washed out: a waitress dears tables at the rainswept 
All Fnghmd Lawn Tennis Chib in south-west London. The open- 
ing day's play was abandoned, the first time since 1987. 


Ulster talks 
under stress 

Inter-party talks on Northern 
Ireland's political future 
continued in Belfast against 
a background of a warning 
from unionists that next 
month’s planned meeting of 
the Anglo-Irish Conference 
will effectively end the current 
talks. 

The Democratic Unionist 
Party was adamant that the 
shutters would be putted down 
on the whole process if British 
and Irish ministers pressed 
abnari with fha mppting on 

July 16. 

The Rev Ian Paisley, leader 
of the Democratic Unionists, 
has suggested stepping-up 
work schedules to six days a 
week in an effort to avoid a 
potential crisis. 


Daiwa wins 
HQ clearance 

Daiwa, the Japanese securities 
house, won clearance to begin 
construction of Its new 
European headquarters in 
London following a ruling by 
the Department of the 
Bivinmui ent (Dug). 

r/iBBtm rtinn had hfwi 

delayed by the derision to 
“list" a telephone exchange 
on the proposed site as a . 
historic structure. 

The DoE, however, has ■ 
given perndsslan tor the 
demotttlon of the did 
exchange, allowing 
cum fr action to bedn on 
Daiwa’s new office building 
at London Wall in the City 
of London. 

Labour avoids 
wage assurance 

Mr Tony Blair, the opposition 
Labour party's employment 
secretary, has refused to give 
any commitment on the Hining 
of Labour's onmTnltrmmt to 
increase a national minimum 
wage from half aver a ge male 
earnings, to two-thirds. 

“We don’t have an optimum 
timescale," he said at a House 
of fiomm ong pr ay wmferMiw 

“There are other countries that 
apply two-thirds. 

“Over time we want to move 
to it, but we've marie it 
absolutely dear that it must 
depend on the 
of the economy.” 

He also rejected the 
Conservative party's estimate 
that introducing a minimum 
wage would cost government 
£1.5bn. 


Joint bid for 
London link 

Cementation, the construction 
arm of Trafidgar House the 
UK engineering, pr o p erty . 
shipping and hotels group, 
has fo r m ed a joint venture 
with Nbhlmatsu Construction 
of Japan iMmimd Nuttall 

ft c nKa^rUnr y nf HnUnnilarhe 

Beton Groat of Holland to bid 
for the £1.7bn London East/ 
West cross rail route. 


Cemeteries 
bought for 15p 


for 15p four years ago in a deal 
the authority’s Tory leader 
now ftHmita should never have 
taken place. 

The Labour opposition on 

Wwfttnplnftfcftr ra n net! ntter-VnH 

the decision saying it would 
cost CKSm. The sues were last 
year called “contrar y to law” 
by the London District 
Auditor. - - 


£3 .7m. loss for 
festival 

The 1990 National Garden 
Festival in Gateshead, 
north-east England, made a 
loss of £3-7m despite 
attracting almost £22m in 
sponsorship from 300 
companies. The loss will be 
borne by thecouncUL 

Challenge to 
BR rebuLwu 


go vern ment-subsidised lines 
has been rebuffed by the 
Department of Transport. 

The department says It 
behoves BR is within its rights 
because the cuts have been 
more than outweighed by 
increases in train-miles 
elsewhere on the passenger 
railway system. 


A challenge by the Central 
Transport Consultative 
Committee, the passengers’ 
A London council pbm « to buy ' watchdog, over British Rail's 
back three cemeteries it sold right to cut the number cf 

trains on 


Commodity Exchange, Inc. 
(COMEX) 

is pleased to announce its 
corporate members enrolled in 1990 and 1991 

AIG Trading Corporation 
Argus Corporation 
Barclays Bank, P.L.C. 

Bear Steams Securities Corporation 
BT Futures Corporation 

( a wholly owned subsidiary of Bankers Trust NY Corp. ) 

Capital Management 
The Chicago Corporation 
Clarendon Limited 
Commodities Corporation (USA) NV 
Credit Suisse 
J.G. Trading Corporation 
Mase Westpac Limited 
MTB Banking Corporation 
Ocean Commodities 
Pioneer Futures , Inc . 

Plaza Clearing Corporation 

(an affiliate of Salomon Brothers Precious Metals, Inc.) 

Quantum Financial Services, Inc. 
Rudolf Wolff & Company, Inc. 
Salomon Brothers Precious Metals, Inc. 
Societe Generale 
Swiss Bank Corporation 
Triland USA, Inc. 

ZAHR Trading 

Commodity Exchange, Inc. *4 World Trade Center 
New York, NY 10048 • (212) 938-7921 



far resq v rtot * and information please aH London (OBI) 747 'MS dr your t nid agent 


In Asia's bustling cities, 
an oasis awaits the trader and traveller. 


S 

SHANCRI-LA INTERNATIONAL . 
HOTELS art RESORTS 


KALI • BANGKOK * BERING • RJI * HANGZHOU • HONG KONG • KOTA KINABALU 
KUALA LUMJ\R - P04ANC - SHANGHAI - 9NGAPQRE 


Lobby retreat at the Shangri-La Hotel Kuala Lumpur. 
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FT LAW REPORTS 




in safe goes back to lenders 
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STANL AKE H OLDINGS LTD 

: Am^yimBs .* tropical 
v castfal investment ltd 

Vr ^: Court of Appeal 
(Lord Jostice Parttfir.Larti ■'■ 
;.r.. Justice Taylor and 
-Str BogHr’Ormrod): 

V . (V May 24 1991 


MONEY LBfiTTpn the recurily 
of PraffittnW rf jntot akfagufar 
a particular purpose and 
deposited tuthesafeof the 
fraudster's innocent and 
unknowing employer, is recov- 
erable by the lender If that 
purpose fads* and is notmdfc 

able Id satisfy lodgment debts 
owed by the fraudster to other 
creditors. ] 

The Court of Appeal iso held 
when dismissing an appeal by 
the defendant, Tropical Capital 
Investment Co Ltd, from toe 
decision Of Judge Hamrnwrt nw 
QC sitting as a deputy High 
Court judge, that the throe, 
p lain tiffs, Staniake Hniifinga 
Ltd, Minford Properties Ltd, 
and Ealing Properties Ltd, 
were entitled to £55,000 cash 
found In a safe at a solicitor's 
affioe. ; 

LORD JUSTICE TAYLOR said 
that before 1985 Mr gwmatii 
Emmanuel^ solicitor, gave 
unauthorised undertakings on. 
his employers' behalf to per- 
sons lending money to a Mr AH 
Soubbz Hammond, with whom 
he was fraudulently associated. 


' He was dismissed. 

• In 1985 he was employed by 
Mr JrorLevy, sole practitioner 
to Ivor Levy A Co. 

At the ena of August brokers 
were approached to obtain a 
loan tor -Mr Hammond , 

Hie brokers went to a busi- 
ness associate, a Mr David 
Leon, who controlled a number 
of companies, including the 

three pudntiffa, - S twnlalrp Mm. 

ford and Ealing. 

•“ They drew op a memoran- 
dum dated September 2 1985 
addressed to Mr Leon confinn- 
ing the details of the proposed 
Wwn- The memorandum Timwai 
the brokers as .borrowers of 
£70,000 secured by Ivor Levy 
and Co. It stated "The hinds 
are required tor an off-shore 
client who wishes to remain 
nameless, to assist him with a 
deal in the Ivory Coast for 
tyres." 

Also on September 2, Mr 
Emnmnnfil drafted and signed 
an undertaking to pay the 
£70fl00,oa his employer’s note- 
paper addressed to Ealing and 
Staniake. 

Against that undertaking the 
money was paid on September 
3 by two cheques for £35,000 
f»pch, one from Staniake and 
one from Mmford. 

The brokers’ evidence was 
that the arran gemen t was that 
they were to obtain the under- 
taking from Mr Emmanuel, 
take it to Mr Leon, and receive 
the cheque payable to them, to 
be disbursed to the client in 

t-qqh 



If specifying a passenger lift has 
become difficult you may like Co try a 
Scaonah - the name you haw; come to 
mist for your personal lift needs. 

We have developed a. comprehen- 
sive "range of top quality passenger 
lifts for nursing homes, guest houses, 
hotels, offices, factories and any small 
to medium business. 

Despite being the largest indepen- 
dent LJK lift company, we pride our- 
selves on our unique customer service 
which is simply aimed -ai matching 
your expectations. 

Vtfe .will gladly advise on your lift 
needs without any obligation. 


LIFTS 


^ Pimtormgr 

, _ joraurktirum 

■ ...... - tefOtf 


; orpto*02643643UtaJ28 


1STCODE; ;■ . FHONF-- 

. Tb: Scannah Lifts Ltd, FREEPOST: - 
• -Andover, Hants SP103BR 
' tonrftkr Summat ion Group 

MgrVct Wjrien iirtrydr»alic pn « wntn r Rft». »nria»irGB» 
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The HENLEY MBA 
In Europe 


Henley and an international' network of partner 
institutions offers an MBA Jby flexible study. Work related 
assignments meet the objectives of the individual and company 
alike, providing a rapid transfer of learning. Opportunities exist 
for attendance ar international workshops in various locations. 

In Europe the programme is offered in Denmark, 
Germany (Munich and Hamburg), Finland, Malta, Sweden and 
the Netherlands. 


JOIN THE GLOBAL MBA 


For more information, please contact MBA- information 
on (0491) 571454 or 410239 (answerphone). International 
Code; 44 491. 

MBA Information, Henley Management College, Greenlands, 
Henley-on-Thames, Oxfordshire, RG9 3 AU, 

England. Fax: (0491) 410184. 


They said they were asked 
by Mr Emmanuel to arrange 
speedy clearance of the cheque 
because the cash was required 
urgently, “since they were 
going abroad to Casablanca for 
a transaction". 

Telegraphic clearance 
between Mr Leon’s and the 
brokers' banks was arranged. 
On the same day the broken 
drew out £67,750 in bundles of 
£50 notes and banded it over to 
Mr Emmanuel and Mr Ham- 
mond. 

Mr Emmanuel and Mr Ham- 
mond agreed that £55,000 
should be set aside against 
plans to go to Casablanca. The 
balance was taken by Mr Ham- 
mond. 

The £55,000 was placed by Mr 
Emmanuel in the safe at Ivor 
Levy & Co’s Harrow office. 

Next day Mr Levy ques- 
tioned Mr Emmanuel, who 
admitted giving undertakings 
without authority and was 
summarily dismissed. 

Mr Levy then discovered the 
£55,000. He had no claim to It 
and started interpleader pro- 
ceedings. An issue was ordered 
to be tried as to the ownership 
of the money, between the 
three plaintiffs and TropicaL 

Tropical's Interest derived 
from the fact that on April 25 
1984 it had obtained Judgment 
by default in an action against 
Mr Hammo nd for £525£L7. On 
October 19 1987 it obtained a 
garnishee order a gafagt 
Ivor Levy & Co to answer the 
judgment against Mr Ham- 


moud. 

Mr Hammoud and Mr 
Emmanuel had both been con- 
victed of obtaining property by 
deception and were sentenced 
to imprisonment 

The judge in the present pro- 
ceedings found that Mr Ham- 
mond and Mr Emmanuel had 
acted fraudulently throughout 
He held that the loan was 
made to Mr Hammoud; that 
the fraudulent undertaking 
induced the plaintiffs to make 
the loan and was part of the 
same transaction; and that the 
transaction was therefore void. 

He concluded that the 
£55,000 remained the property 
of the plaintiffs, who barf 
the brokers simply as their 
agent 

Mr Nugee for Tropical sub- 
mitted first that the loan was 
not made to Mr Hammoud, but 
to the brokers by a separate 
transaction, and could not be 
recovered by the plaintiffs. 

The memorandum stated 
“the funds are required for an 
off-shore client who wishes to 
remain nameless". It was com- 
mon ground that the brokers 
were truthful and had acted 
honestly.There was ample 
credible evidence to justify the 
judge's finding that the bro- 
kers were merely an agent or 
conduit through which the 
loan was made to Mr Ham - 
moud. 

Mr Nugee's first submission 
was rejected. 

His second argument, on the 
assumption that the Iran was 


made to Mr Hammoud, was 
that the transaction was an 
ordinary loan contract. He said 
the uTidprtaTriYig was a collat- 
eral arrangement and its fraud- 
ulent nature did not wholly 
vitiate the contract 

He said Levy & Co was hold- 
ing the cash for Mr Hammoud, 
aim its obligation to pay it to 
Mr Hammoud amounted to a 
debt capable of being attached 
in garnishee proceedings. 

The money consisted of the 
proceeds of fraud. It would be 
repugnant to public policy and 
common sense If such proceeds 
were owed as a debt to the 
fraudster. It was also contrary 
to law see Jervis o Peel 11988 1 1 
TLR306). 

If the money sought to be 
recovered was the product of 
fraud, there was in law no debt 
which could be attached. 

Mr Nugee submitted that the 
giving of the wtttertaMng was 
within the scope of Mr Emman- 
uel's ostensible authority as a 
solicitor in charge of his 
employer's Harrow office. 

Mr Emmanuel had no 
authority to give the ondertak- 
ing, as he well knew. He there- 
fore acted fraudulently and it 
was his fraudulent instrument 
which induced the plaintiffs to 
part with the monies. They 
were on any view the proceeds 
of fraud. 

Accordingly, there was no 
attachable debt to Mr Ham- 
mood, and Tropical's claim 
must tail. 

The plaintiffs were entitled 


to law to recover the money. 

Where money was deposited 
or lent for a specific purpose 
which failed, it was subject to 
a trust to repay it to the depos- 
itor or lender. 

In Stumore v Campbell 11891} 
I QB 314.318 Lord Esher said 
that where money was placed 
in the bands of solicitors for a 
particular purpose, a trust 
existed so long as that purpose 
existed. He said the result of 
failure of that purpose was 
that "another trust arose 
immediately to pay back the 
money to the person who gave 
it". 

That the same principle 
applied where a loan was made 
for a specific purpose was 
dearly stated in Chi tty on Con- 
tracts 28th ed. para 3585, which 
was supported by Quistelose 
11968} l Ch 540.552. 

Here the loan was requested 
and made for the specific pur- 
pose of “assisting the client 
with a deal In the Ivory Coast 
for tyres". 

That purpose was expressly 
spelt out in the memorandum. 

Furthermore, the urgent and 
unusual measures taken to 
effect swift clearance of the 
cheques were explained to Mr 
Leon and agreed by him specif- 
ically on the basis of the stated 
purpose of the loan, and the 
Imminence of the trip to Casa- 
blanca en route to effecting 
that purpose. 

Clearly the purpose failed 
and in those circumstances the 
money was held In trust for 


the plaintiffs who had lent it 
for that purpose. Accordingly, 
the plain tiffs were entitled to 
recover the £55,000. The appeal 
was dismissed. 

LORD JUSTICE PARKER 
agreeing that the appeal 
should be dismissed, said that 
the purpose of the Joan having 
toiled, the monies became at 
once repayable to the plain- 
tiffs. Mr Nugee said that as 
there was no express stipula- 
tion to that effect the result did 
not follow. 

That was not accepted. As a 
matter of construction or by 
way of implied term there was 
such a stipulation. The plain- 
tiffs had a clear right to the 
money. 

SIR ROGER ORMROD also 
agreeing that the appeal 
should be dismissed, said that 
the broad justice of the case 
was in the plaintiffs’ favour. Of 
the two alternative routes to 
give effect to it he preferred 
the trust line of argument 
suggested by Lord Justice Tay- 
lor to Lord Justice Parker's 
implied term. 

For Tropical ; Christopher 
Nugee (William Stockier & Co). 
For Staniake; Anthony Nichol- 
son ( Davis Hanson). 

Rachel Davies 

Barrister 

In Irish Aerospace (Belgium) 
NV. FT June 19, counsel 
included Stuart Isaacs QC for 
Eurocontrol, and Peter Havey, 
not Peter Harvey, for the CAA. 


BUYING A BENTLEY 
RIGHT NOW 


ZIMBABWE 


The FT proposes to 
publish this survey on 
27 August 1991 
and it will be 
distributed to 160 
countries worldwide. 
II you want to reach 
this important 
audience, call 
Louise Hunter 
on 071 873 3238 
or fax 071 S73 3079. 



INDIA 


The FT proposes 10 publish 
this surrey on 

5 September 1991 
and n will be distributed to 
160 countries worldwide. !f 
you want to reach this 
important audience, call 
Louiic Hunter on 071 873 
3238 or fax 071 873 31179. 



GOULD BE THE BEST 

BUSINESS 

DECISION YOU MAKE 

THIS YEAR. 



Take the opportunity and visit your 


HENLEY 

c* 1 ’ 


. KENT & CURWEN 

Seasonal. Offer 

ftadocriooi of 'Ace sebetod snka . . 
e-g. £395 now £260 £360n6w£240 £310 now £200 

Please note ihm ihu offer u avxflahle only at oar cay bmefa rinwnri 
21 CopcbaH ATcnae BC2 Tel: 071 374 8333 - Cnifl Friday 2&hJt»e- 

Kent A Cornea - The Made of an fingfish Gcndanu 


BUSINESS SOFTWARE 

A selection of software packages to 
suit your business needs appears every 
-Saturday in- 
the WEEKEND FT. 

Order your copy today. 


Even in the current economic climate there are the market value of your present model will 

STILL FIRST CLASS BUSINESS OPPORTUNITIES FOR THOSE UNDOUBTEDLY REFLECT THIS. 


PREPARED TO LOOK FOR THEM. 

For example, there has never been a better time 
to buy a new Bentley motor car. 

The prices of previously owned Rolls-Royce and 
Bentley motor cars are increasing perceptibly and 


Which means there are some very sound reasons 
INDEED FOR INVESTING NOW IN THE MOST PRESTIGIOUS 
SPORTING MARQUE ON THE ROAD. 

For details of the Rolls-Royce and Bentley 
AUTHORISED NETWORK TELEPHONE 071 629 8646 


RoDs-Ravce Mobh Of* Limned. A Vicfcen Company. 
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MANAGEMENT: The Growing Business 


B anks in Britain have 
had to face serious 
criticism in recent 
weeks over the way 
they treat small business cus- 
tomers. In particular they have 
been taken to task for raising 
their interest charges at a time 
when base rates have been 
coming down. 

The chief executives of the 
big frpnics and then- small busi- 
ness critics have both had 
their say. But what is life like 
for the people In the middle, 
the bank managers dealing on 
a dally basis with small busi- 
ness customers? 

Paul Boynton is an assistant 
manager in charge of the Small 
Business Centre at Lloyds 
Bank's busy Hammersmith 
Broadway branch in west Lon- 
don. He started specialising in 
this field two years ago after 
und ergoing a course to train 
staff in how to handle small 
business customers. Now aged 
33. Boynton has been with the 
bank since be was 16. 

He has just over 200 custom- 
ers on his books, mostly retail- 
ers or in the service sector. He 
deals with their personal as 
well as their business 
accounts. 

“Small business centre" is a 
slightly optimistic title for an 
operation which comprises two 
desks at the back of the 
cramped main banking hall for 
Boynton and his assistant, 
Richard Hurdle. Interviews are 
carried out in the bank lobby 
in a partitioned section no big- 
ger than a large wardrobe. 
Boynton's conditions of work 
are probably as spartan as 
those of many customers. 

One or his first tasks each 
morning is to check his “out of 
order" list, customers who 
have run up an unauthorised 
overdraft or who have 
exceeded an agreed overdraft 
The list is updated daily and 
has grown to an average of 2% 
pages from the l'/i pages typi- 
cal in more buoyant times. 

Whether Boynton allows a 
customer to go into the red 
temporarily depends on how 
well he knows the business. “I 
have to decide whether to send 
a letter to the customer telling 
him he has exceeded his limits 
or whether to return the 
cheque," he says. “I get ner- 
vous when I don’t hear from 
people." 

One long-standing customer 
with a previously good record 
has fallen behind with two 
instalments of a loan taken out 
to finance a second business. 

Boynton has written saying 
be must not miss any further 
payments. “If I don't hear by 
early next week, I will write to 
ask for repayment of the loan, 
which I guess he can't pay." 


Entrepreneurialism 


at the grass roots 


Charles Batchelor checks up on the daily experiences of 
a small business manager at a local Lloyds branch 
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Paul Boynton: “1 get nervous when I don’t hear from people” 


With the out-of-order list 
cleared, Boynton prepares him , 
self for a meeting with a 
self-employed client who has 
gone above his overdraft limit 
Boynton has already made one 
attempt to sort out the cus- 
tomer’s finances, consolidating 
an overdraft into a long-term 
loan and a smaller overdraft 
but the customer has been 
unable to keep pace. 

Squeezed into the small 
interview room the customer 
explains his predicament He is 
attempting to pay off back tax 
while at the same time keeping 
up sizeable mortgage pay- 
ments. NOW. he is planning to 
become a full-time student. 
Lloyds has taken security on 
the customer’s home, but even 
if he can sell it in time to take 
up his college course, it is 
likely there will be a shortfall 
Of £2.00013, 000. 

In this instance Boynton is 
willing to give the customer 
time to sort out his affairs, but 
if he feels advantage is being 
taken of the bank, he will take 
a tougher line. 

One business customer has 
made a habit of overshooting 
agreed overdraft limits and at 
one stage £20,000 of the bank’s 
money was at risk. The cus- 
tomer refused to give the bank 


Whltewebbs House, Enfield 
Exciting development opportunity 


in North London 

Suitable for institutional or hotel use 

(subject to planning) 

• White webbs House in 10 acres of woodland 
• Coach house • 6 bedroom cottage 

Available on long lease 
Substantial offers invited r et < 


One of the most potentially viable 
‘Flay and Play' golf developme n t sites 

within the ML25 (subject to planning) 
Rectory firm, Enfield, North London 

• Approximately 340 acres of undulating laud 

• Frontage onto the A 1005 - 
M25 Junction Z4 - 1 mDe 

• Detailed layout for 36 holes and cluhhouse 

Substantial offers invited for 

125 year lease Ref: aj 


A prime TPay and Flay' 
golf development opportunity 
in East Berkshire 


Evendons Farm, Wo kingham , Berkshire 

• Approximately 120 acres with farmhouse and lodge 
• Detailed layout for 18 holes and clubhouse 
• Additional 1-1 acres suitable for a practice area 

Substa nti a l offers invited for the Freehold 

(subject to planning) rcTajh 


EXCEPTIONAL BUSINESS OPPORTUNITIES 


Vni Qxpoanon, a forty year old, intonation ally respected California - 
bated compamr, is wirin g joint venture partners for major mieawtianal 
•wSremeni pteneos. 


Primaiy tnaiiajiaccs : Europe, North America and Ada. 
Fkbs, video and Brochure available to iw-nw<i 


ft® 4 ! video nhlDrodmic available to p^rtin 

Multi -billiao JoU»x opportunity for Real Eatae Developers. luteremoaml 
ODtutraction Companies, Marketing and financial partners. 

Bew contact: Dennis Brown, Vice President 

VTNIotenulkMial,SeO Sooth Main Shed, Sake 1123 

OfMSe, California 92668 Tel: 714 547 4100 Fax: 714 541 6102 


SURFACE MOUNT ELECTRONIC 
WORKSHOP TO LEASE 

Unique oppofflnriiy to commence a mrface mount dectrooic burinew in 
picturesque Xoibay. Devon. Upto 1200sq ftof worksbop/oflic*/ 
area in a pnrpoie-baiU uniL Complete with all 
to produce surface mount board* including 
pick and place machine, reflow ijraem, icm e u 
Uttil, two PC computer! and plotter, dc. Small 
available. Ready source of local laboor Lone 


One Sombwuk Bridge, London SE1 9HL 


INVESTMENT OPPORTUNITY to Pint chase 
_ UJL RESIDENTIAL PROPERTIES 

AT APPROXIMATELY 50% BELOW CURRENT MARKET VALUE 


We have hundreds of elderly homeownenwishing to sell Uieir property in 
rciurn for a life Ume rent free tenancy. \ 

This opportunity would interest Invest or/hwesiors with £1 million or 
more to invert. \ 


_ H8I25. Financial Times, 

One Southwark Bndge. LONDON SI 9HL 


security over her home but 
was persuaded to raise fluids 
from a family trust to pay off 
the overdraft. She then 
attempted to negotiate a new 
overdraft facility but Boynton, 
in consultation with Bob Bra- 
zier, manager of the Hammer- 
smith branch, had had enoug h 
and refused. That customer is 
now in the process of moving 
her account to another bank. 

While Boynton has been 
dealing with this, Richard Hur- 
dle has been going through 
customers* accounts to check 
the level of charges the bank is 
making. Some small business 
owners have complained, that 
their banks make arbitrary 
increases but Boynton says 
any Increase be makes is nego- 
tiated with the customer. 

The Hammersmith branch 
has increased interest charges 
to “one or two" customers 
because the risks of their busi- 
ness have increased but this 
only happens when customers 
negotiate a new facility, Boyn- 
ton says. All Lloyds business' 
customers have, however, been 
put on to what It calls its 
“managed rate". This is 
intended to reduce the n umb er 
of times rates are changed but 
follows the general trend of 
base rates. Ltoyds'dedsion to 


introduce managed rates at a 
time of failing base rates has 
provoked criticism from some 
of its customers, however. 

Boynton says he does not 
believe most of his customers' 
businesses would be adversely 
affected by changes in the rate 
of interest charges. Far more 
important to the health of a 
business is the speed with 
which it collects its bills. Many 
complain about late payments 
but few are prepared to do any- 
thing about it, he says. 

For his part, Boynton would 
like more regular financial 
information from his custom- 
ers. He estimates that only half 
a dozen provide him with 
monthly figures though he 
would be happy with quarterly 
data from the majority of his 
clients. “Many do not know 
what their turnover Is or in 
some cases their break-even 
point," he sayB. 

After slipping out for lunch, 
a sandwich from a nearby 
kiosk, Boynton prepares him- 
self for a meeting with a young 
businessman who plans to set 
up a delivery and laundering 
service for re-usable terry nap- 
pies. The businessman has pro- 
vided a 30-page business plan 
but it is not dear how much of 
his own capital he is prepared 


to put into the business. He 
also intends to pay himself 
£1,500 a month salary which, to 
Boynton, appears a lot for a 
new business. 

Back in the meeting roam, 
the businessman explains his 
pians.it emerges that he plans 
to put in £10,000 of the £30,000 
needed and he has another 
investor who could provide 
funds. How much would the 
bank be prepared to lend? 
Boynton will consider provid- 
ing up to £18,000 but would feel 
happier putting up £10,000 of 
which £7,000 would be covered , 
by the government’s Loan 
Guarantee Scheme. Boynton 
wants to do more research 
before he can commit himself 
to a loan. 

After the meeting he dis- 
cusses the proposition with 
Brazier, who says a plus point 
is the fact that the entrepre- 
neur is putting a large sum of 
his own into the venture. But 
the entrepr en eur does not own 
his own home so the bank 
could not take out security on 
his property. The project - 
which might be more suited to 
venture capital fimnum if funds 
were available in such small 
amounts - appears to put strain 
on the bank’s system. Both 
men appear happier funding 
more conventional ventures. 

Why is the bank so cautious? 
“Banks are not there to 
risks," says Brazier. “We are 
there to provide a service. Our 
customers make a big profit on 
a deal but expect us to put up 
the money for very low rates of 
interest Don't forget that the 
interest we charge is not all 
profit We have to pay our 


All that clusters may be gold 


Charles Batchelor explains a capital idea 


T he creation of industrial 
groupings or “strategic 
clusters" of otherwise 
isolated small companies could 
provide an important new out- 
let for the energies and the 
expertise of the European ven- 
ture capital industry. 

This would encourage the 
formation of more soundly 
based small business groupings 
able to take advantage of the 
single European market, Died- 
erik Heyning, managing direc- 
tor of Gilde Investment Funds, 
a Dutch venture capital com- 
pany, told the European Ven- 
ture Capital Association's 
annual symposium in Stock- 
holm earlier thin month. 
Companies suited to this 

treatment should be linked, by 
the same area of activity but 
should not be direct competi- 
tors. Companies in the same 
field but active in discrete geo- 
graphical markets might also 
fit together. The Initiative for 
the creation of the cluster 
would lie with the venture cap- 
italist and he would take a 
majority stake, in contrast to 


normal tavertmem. policy. 

The advantage of. such dus- 
ters is that they can afford to 
buy the services of specialist 
managers - a luxury not 
available to the component 
companies individually. Clus- 
ters should also be able to raise 
finance on more favourable, 
terms. ■■ 

The advantage to .the ven- . 
ture capitalist is that relatively 
few venture firms are inter- 
ested in or capable of doing 
this type of deal so competition 
should be less fierce. 

However, taking majority 

«ftm rPhnMing a in SUCh compa- 
nies is more risky than spread- 
ing investments over a larger 
number of businesses. The 
investor must also take care 
that, in the event of failure, 
creditors cannot seek redress 
from the venture capitalist To 
avoid problems the investor 
should restrict himself to tak- 
ing strategic rather than opera- 
tional decisions, Heyning said. 

While not becoming too 
Involved in day-to-day 
operations, the venture capital- 


ist- must be' able to infl uence 
the general direction of the 
duster. . - 

In adfiftaon, though, a repre- 
sentative of the group should 
join fiie operating companies 
for. their first six months in the 
duster to get to know how the 
business functions and to 
Impart the group culture. 

One. cluster company backed 
by Gilde was Axxio. which 
niakes tools, moulds and parts 
for manufac turers and users of 
metal or plastic components. 
Glide bought two businesses in 
early l9K : from a property 
company disposing of non-core 
activities and added a third 
business in mid- 1990. 

The strategic plan calls for 
Axxio ’s turnover to grow from 
FI 40m (£12m) in 1990 to 
between II 150m and FI 250m 
- from perhaps eight compo- 
nent companies - by 1993. 
Glide’s original holding of 100 
per .cent has been reduced to 50 
per cent following a private 
placement late last year which 
valued the shares at three 
times cost 


Solicitous tips on using lawyers 


The limited upside on any 
loan and the prospect that it 
all might be lost If the venture 
faiia HT piafwg the banks’ atten- 
tion to collateral The know- 
ledge that his bonuses, salary 
increases and prospects depend 
on not running up too many 
bad loans is also a powerful 
influence on the bank man- 
ager’s thinking. Unlike the 
venture capitalist he cannot 
compensate for his losses by 
picking a big winner. 

A day spent in the Hammer- 
smith branch does not leave 
the impression of a hank intent 
on cracking the whip over its 
small business customers. The 
picture u rather one of an ! 
organisation attempting to bal- ; 
ance the interests of depositors 
and borrowers when Informa- 
tion on the latter is fragmen- 
tary and a lot has to be taken 
on trust For all the talk of 
“enterprise" which dominated 
the 1980s, a realty radical shift 
in the way bank managers 
respond to a business proposi- 
tion has yet to happen. 


H ow do yon find a law- 
yer to help you get 
started in business or 
to resolve a problem which 
arises when you are already 
trading? 

Although to the outsider 
every law firm looks the same, 
iUfto-wit firms specialise in 
differ ent areas. It is no good 
going to a high street practice 
specialising in divorce for 
start-up help, nor will the new 
business want to go to an 
expensive City firm. 

The Barclays Guide to Law 
for the Small Business* pro- 
vides useful advice In areas 
such as choosing a business 
name, buying or leasing com- 
mercial premises and drawing 
up contracts. It also gives 
pointers to dealing with the 
legal profession. 

The Law Society does not 
recommend solicitors or even 
advise on their specialisations 
but it will provide a list of 
participants in its Lawyers for 
Enterprise scheme through 
which a free initial consulta- 
tion is available. Friends in 
your line of business, your 
hanic manag pr or your trade 
association may be able to rec- 
ommend a solicitor who knows 
your field. 

In the eady stages a more 


BUSINESS OPPORTUNITIES 


Business in Poland 


well established, well-known, 
well-appointed supermarket wholesaler 
seeks new business contacts 
MAVET LTD: 
tel: 18 52 64 fax: 18 22 83 
03-507 Warszawa 
ul. Witebska 4 POLAND. 


Windmill J93H Place Tnudg and Golf Resort 
East Some* • England 


The planned txsnnia and golf vSCU»e at Windmill Will 
Place - a unique opportunity for a substantial 
investment in tine continued expansion of the country 's 
premier residential U ra nia resort and golf academy 


INDUSTRIAL FIRST AID 

Substantial company supplying hygiene 
products to some 75,000 customers 
throughout the UK, is seeking to expand into 
the supply of First Aid products. An 
acquisition, joint venture or sole 
distributorship of a major product range will 
be considered. 

Please Write H8850, Financial Times. 

One Southwark Bridge, LONDON. SE1 9HL 


• Centred on on elegant Georgian mansion in 

landscaped grounds 

e 40 bedroom guest complex, including restaurant and 
licensed poolside bar 
■ is court complex Including 
S championship grass courts A indoor velour courts 
4 synthetic outdoor courts 2 European clay courts 
• Academy golf teaching course Including 12 indoor 
and 12 outdoor bays 

• Planning consent for and golf village 

• Turnover up by 45% on 1990 


For details of this Investment ring Tom Marriott at 
Humberts Leisure in conjunction with CHue Steiner 
at if orison Stoneham authorised to carry out 
niimiitmmt busincHS 


"A.F.L. LEASELINE" 

Wo «m i well nmiKErhod, highly res p ec te d Lore Brokerage aedring t difltWu l 
Lctkhi to fend mc rea ain s bwanaw levttbi in icveral praBuble niche m « A ct». 
Capiul am £SK - £15K. 

Euretnabr law defalk wUicuamM^IaBmu. D ow ewj r; unra rib a tra ii« l new 
in Now Baiinm volume crow* in to uric nl ffit io ml rare kng-tcanbuaataa partner 
Far f art h er dct*Q> please contact cither Mr A.G. Belton at Mr Pi. Lewii an 0244 
520212, or mmu ’Afi. Le »» d i nn *. The Bocncn Coacne. Minor Lmoc, 

Hi warden. Decade; Qwyd. CHS 3RP 


NTBVOR DESIGN SUPPLY A 
FITTING AT WHOLESALE 
PRICES - PURCHASE OR 
LEASE. 


FAMOUS BRAND 

COMPUTER HARDWARE 



Regus 

IMMEDIATEIY 
AVAILABLE 
FUL1Y STAFFED 
AND EQUIPPED 
OFFICES 


Twenty years experience 
manufacajrfofl fufl ranges or 
fomimre tor onton. Boardrooms, 
Fteat a iann. Hotels and Private 
Homes at our Sussex factory. Ms 
utao produce hand crafted 
Invraknem quafiy custom made 
seriod furniture and pmaMn fl. We 
supply lift ranges of 
upholstered bmttura. carpeting 
Oghtfna and fabrics. 

We otter a complete service - 
eetmatea. quotas, design, simply 
end St wKh on-timer completion 


Experienced MBI 
team sought to 
manage new venture 
with significant 
growth potential. 


For tuthsr data* writs In mnMsMs loc 
Bm N« HKM6 RnaneM Timas, 
OnsSouhwH Brides. London 8EI flHL 


Tho Utttf Qxparaflai i 
>7A»rfSm!t St fMk 
Tfaf MM S7S9I -fine OfiM 2M30 


CHANNEL ISLANDS 
Offshore Company Formation sad 
A dmin j ura tion. Abo Liberia. Pan- 
ama ft BVT etc Total offshore 
facilities and nrviocL 
For detaib and appointment write: 

Cray Tran UL, Belraou Hone, 24 
Befanoot ltd. St Heifer. Jeney, CJ. 
Tel: QSM 7S774, Pan 0534 3540 1 
Til 4192227 COPORM C 


MSS-UMDON'MCSTBUMI-iHUSSaS 
MADflO -NSW YORK- WIlSHMGnW DlC. 

nstAtWHiA-awnu 

C0PMWEN 


investment 

OPPORTUNITY: 


Secret aria l assistance 
Masting mom (aciStfos 
Aiwwmtng service 
Message sarvks 
Prestigious locations. 


PST (Trading) LJd 

TEL: *44 MSI He MIS 
FAX; *44 ftqei 784 B11M122 


LONDON 071-753 2828 
USA Tol Free 800 776 8330 


Publishing company now trading 
profitably with 135 M turnover 
urgently requires £430,000 cash 
injection (other in total or £50^)00 
Iota) for share equity to remove 
borrowing burden. Titles currently 
valued at £IM plus. 

Write Bax H8468, Financial 
Times. One Southwark Bridge. 

London SEI 9HL 


BUSINESS OPPORTUNITY 
10 year old Sooth Coast based 
com p a n y trading profitably with a 
£4 mason turnover A. contracted 
order book. Requites £200,000 
guarantee for 3/4 months. 
Stibstndal premium offered. 



ARE YOU LOOKING FOR 
AN OPPORTUNITY FOR 
GROWTH AS WELL AS 
REDUCING THE COST OF 
RUNNING YOUR BUSINESS? 


We oooM ealUj hoar a mull adribnJaa 
tund dedgn. PR ar mirtctin* oon aw 

nmniaour Heathrow offer Cumpkx. 
We tic c u ne n dy loisNed la pobfbUng. 
dBrifaaad —rkitfaj Bo mm a n if ilk m. 
Bcndha aS round cooM be dbamed 
lima ftariag aroonunorinion. holiiia 
and management lervtao* la ■ firil 


Principals only, write Bm H8788. 
Fhmncial Thaw, One South Bridge. 
London SEI 9HL 


NON-EXECUTIVE 

DIRECTORSHIP 


Two Directors (Ex Chair- 
man and Managing Director 
of PLCs) available for non- 
executive appointments. 
Experience at main board 
level. Accomplished track 
record of achievement UK. 
and Europe. Resident - Bed- 
fordshire and Middlesex. 


Write Baa Hft764. FlotoaaJ Tinea. One 
Stmb-Hfc Bridge. LONDON. SEI 9HL 


DIRECTOR - 
TURNAROUNDS 



VIETNAM 

Opportunities ia Joint 
Veamia/ Cnlhlontitau 

& Trading. 

Write in can&damux 
ALAN TAYLOR AGO 
TEMPLE BAR HOUSE. 
23/28 FLEET STREET 
LONDON EC4Y1AA 


COMMERCIAL FINANCE 


FROM 12 . 3 % FIXED 


mrSMKSS M UmCULIYT Funding D hja 
M. prefaHfcnal IMp awdlatfa trora a 
team or aaptMa. Pteasa ring City and 
intewrw swurittea PLC on tavnomi. 


Ifin Advance £500,000 
Ma*6»offtnpatyVritoc 
Sum* Ckmi Only Plate 

STONHBRIDGE FINANCE 
Tel: 0702 SS 1771 Rju 0702 551 871 



general solicitor able to advise 
on all aspects of your business 
may be a more cost-effective 
option than a firm, with spe- 
cialist departments which will 
each bUl yon separately. 

Do not be afraid to ask what 
the cost will be. Find out the 
hourly charge, which may 
vary from £250 an hour, plus 
VAT in the City to £50 an hour 
for an assistant solicitor in a 
provincial firm. Remember 
thowgii the rhwap— * may 

not be the most cost-effective 
since an Inexperienced solici- 
tor may take longer than an 
expert on a simple job. 

Nor Is the hourly fee the 
only indt far rb urg in g . Solici- 
tors are allowed to charge a 
“fair and reasonable” sum tak- 
ing into account the complex- 
ity of the matter. Hip Afli smJi 
labour involved, the number of 
documents consulted and 
amount of money involved. 

Ask if tile time charge is the 
only b««i * for charging. Will 
the solicitor give an estimate? 
H SO, it Is not bbwting nnlnm 
both the rifrwrt and the saUd- . 
tor sign it Such arrangements 
are rare, however. 

Certain jobs may be charged 
on a fee scale. The most impor- 
tant for the new business 
owner applies to c ommercial 


leases because the tenant is 
normally forced to pay the 
landlord’s solicitor’s costs as 
well as Ms own. 

Many solicitors have a repu- 
tation for billing months or 
even years after work has been 
completed. This may be wel- 
come to the new business 
which is strapped for cash In 
its early stages but unless you 
keep a record of the likely fee 
you could- be hit by a bill two 
years lata: when you are not 
expecting it If yon want to be 
billed, say, quarterly, make 
this dear. 

. When instructing a solicitor 
remember he or she is not a 
clairvoyant. Some clients 
expect their solicitor to grasp 
the defafte of a complex case 
in a matter of moments. Give 
dear, well-organised instruc- 
tions. If yon go to a solicitor 
about a long-naming dispute 
arrange all the documents In 
date order and provide a syn- 
opsis of key points at the 
front If yon dump a pile of 
nnsorted papers on his desk he 
.will spend time, at your 
expense, sorting them out 

*By Stephen Lloyd. Published 
by BlackueO. Tel 0865 791100. 
218 pages. £6.95. 


Charles Batchelor 


DOES YOUR COMPANY NEED FINANCE? 

'.Are You Under-capitalised? 

Equity and Debt Finance raised for. 
Post-recession Expansion, Funds for Acquisition, 
Rcfinanri ng/Restrncturing, Working Capital 
and 

Other Funding Purposes 
. Call Oscar Williams on 071-353 4212 
or write to 

PCBS Ltd, Hamilton House, Victoria Embankment 
London EC4Y OHA. 


SPRING WATER AVAILABLE FOR BOTTLING - 
EAST ANGLIA 


Flow rate of 120 cubic metres/day 
trade customers for aH/part supply. . 

Also offera for groundwater sourceworks and 4 acre site. 


Wte Box H8767, financial Times, One Souflneak Bridge, London SEI 9HL 


UJS. Joint Venture 

Successful U.K.. engineering company involved in 
power, coal and materials handling industries u.S. 
subsidiaiy with substantial spare capacity in similar 
business area. UJC company would like to talk to 
another U.K. engineering company with a view to 
establishing its U.S. operation as a joint venture. 

Write Box H8864, Financial Times, One Southwark 
Bridge, LONDON. SEI 9HL 


FOOD & DRINKS 
WHOLESALERS 

Food /D rlnJcs/Confecti on ery 
exporteii with extensive cus- 
tomer base in Europe & Middle 
East wish to purchase well 
known Brand Name products ia 
containerloods from UK ft 
European Whofceafen. 


MORTGAGES 


OnConmnWI industrial Propvrt — 
■tprtma raws eno yean. tnMraMonty. 
UMnuu ban £900400. 


Apply toe HVtSCH Eivopel feeding 
France Can id tenK 
WWCH WT (Runet* Services) LTD 
Appleby House, 48 Si James's Place. 
London 8WIA 1PA 

■JjtgfeMUMLfrsflMaillflt 


Contact edvertifer by 
fax on 081-960 7283 


. IN BODRUM, 1 


I fatite 


PHOTOGRAPHER WITH 
FREEHOLD WAREHOUSE 
IN S.W.U. 

Seelu interested party for 
approved residential/B l 


trad Omtaft fau hulTMfl) 3367050 
_ Fax: (1)347 77 74 
How left — Tat (6141) 3213 
Ene (6141) 2875 


Write to Box HUSH Fmaarial Timet, 
Ora Sdtofanife Bridga. 
London SEI 9HL 


or purchase for selected 
co mp anies with turnover 
between £200,000 - £l mfllfen 
Preferably in nrawnfimhu- m g 
or retail trade. 


Fa> 0477 37202 with com pan y 
deurib and requatauenia. 


UK COMPANY WISHES 
TO FORM JOINT 
VENTURE 

with Polish company 
specialising in manufacture/ 
distribution of pesticides. 

^ssRnttsr 

Ha? 44 279*4 3267 



Company Formation 
and Associated Services. 
The Bettes Bonk Limited, 
Corporate Service* Diviiicn 
60 Mutct Square, 

P.O. Box 364 
Bella Cliy, teHw, CA. 

Tab (901) 2-771 32/Fax: (301) 
2-77018 


EXCITING INVESTMENT 
OPPORTUNITY 

UP POOR required w amw. 
praouraon «m maricaong oi high 
raaigte teat moving eeraumar 

'Wurna. Principal! oray. 
Pto««fatoiHB8Sa.Rnanntel 

Times. Ora SouttHrarfe Bridge, 






■ATOBAL BBAUTT PUOOUCT* LTD. -ILK. 
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BUSINESS; WAHTED 


UP TO £2 MILLION CASH 
AVAILABLE 

Vife are tooting to acqum eeUfthsd businesses nvotodn 
cfeanfng, security and other, office, Industrial or property 
rotated ceivicec and supplies but quafity replies from other 
rectors wR be considered. ' 

■ Preference W9 be pven to high margin businesses which are 
eunsnty protebfe or would bofoloe^refinandrtgormerpM- 
wBh other businesses. 

BspSesmarked ’private ft confiderriaTto: 

' The Managing Director 
The Pear Group 

The Hop Exchange, 2* Southwarit Street, 
London SE1 1TY Fax 071 4036848 


Cotutruction company wanted 

An established privately owned construction group based in 
SaottiMU(mKCoisakswid»u»cqiaroacaosmiaMCCoraptny 
based fa Wbnfaam Borne Coonoea. kblikriy the company wiB 
hm turnover in excess of £5m bat ibe main criteria will be the 
qoa&ty of the erining aUBapeawa. 


Garnet:! S Mellows 


NEVILLE RUSSELL 


■ •• : 


246 Bafapptggfl 
London 
EC2M4P8 
gAeoa: 071-377 1000 
Ax: 071-377 »OT1 


1 kwyej 
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A Company Specialising in Servicing Office 
Machinery, fce. Copiers, Facsimile, Laser Systems 
etc, is looking to aquire existing Customer Service 
Bases from Dealerships in the North West, 
Midlands and London areas. 

Please write to:- Mr D Downes 
Coniston House, Cape! Ash, Wolverhampton, WV3 OUD 
or Telephone: 0902 22555 
wa be treated In the strictest confidence 


Fully listed PLC 

is prepared to consider a reverse takeover by 
a successful private company. Companies 
making less ; than £2 million or in 
manufacturing will not be considered. 
Principles only, Wjdte Box H8837, Financial Tims, 
One Southwark Bridge, LONDON. SE1 9HL 


. j t vtu f:\ivr 


COMPANY WITH 
OUTWORKERS 

Grew company wishes to con- 
tact ray business wbkb.bas.a 
Home Based. Workforce of ai 
lean SO people. They may be 
either emplyeea or self -em- 
ployed. CH cm wishes either to 
acquire such a business or sub- 
contract work through it. 

DJVLCJ. JLtd., 

9 High Street, . 

SL Martins. Stamford, 

PE9 ZLF. T<± 0780 63323 



WANTED: J: 
MEDICAL COMPANY 

We wish U> procure fay outright 
rale or niu g u a medical company 
with a produa Em which b 
csubBsfaad. approved, protected 
■nd manufactured either in house 
or by sub ooutracL 
Please rqjly with your proposals 
to; Mr. D.W. Moms, 
Mucgfl Medical Ltd, Daventry 

NN11 6QQ Fare 0327-60656 



BUSINESS 

want™ 

We are a Stainless Steel 
Processing Company, 
looking to acquire other 
.companies, with, s imilar 
product ranges, or in a 
related operation, with a 
turnover of not less than 
£1M per annum. 

Write Box H8862, Hnaoaal 
Times, One Southwark Bridge. 
LONDON. SE19HL 


BUSINESS WANTED 

We an i Raokhg and Storage 
Systems Co mpa ny looking to 
acquire other companies with 
rixnSar product ranges, or m a 
related operation, with a 
n m ove r of not leas tlraafZM 
pu mubh. 

Write to Boa. No: B8863 HmncM 
limes, One Soa&tnzk Bridge, 
London SE1 9HL 


marketing bias, with capital, 
lookint 10 pndne company, ide- 
ally, owner retiring or co nq p aa y 
necking new initiativo. 

Wrto to Bn HUM, nnaoealTBan. 


c ow n o o nw. aaair wo an en befarf er 
EndhrMuoIs or oroantaaHona In mnBnr* 
eooeernlne acqoiiftlonn, dhnoMla nto. 
a ne rian ce d hi ropB Mn g n a Inf 
Abwhra rnmrisnWIy guaranteed. Writ* 
to box HHS7. FtnsnolaJ ThM, One Seidb> 
-walk Bride*. London Set SHL 




PART-TIME 
EXECUTIVE 
. MBA 

Applications are invttod for thn 
ImperifaCoilefln MBAProywrunta 
Afrnod at practising managara In 
th» age range mkJ 20 s to early 
40*. this .throe-year programme 
la designed to enhance the 

managerial aWMfcy of those 
axpeedng to orrtar, -or newly, 
ap p oin te d to. senior managa- 
mant positions. The programme, 
begins with the normal functional 
emphasis of .most MBA cotvsa* 
but than offers thn opportunity 
tospedaBnalnonaoffivnareas- 
Manages-neat of bmra/aMan, Man-' 
egenant' of New Ventures. 
Management Spence., Prefect 
Management and Finance. 

The programme te taught over, 
three rasldenfia! weeks and 14 
separate days Oaltemate Friday* 
during tarrh-tfmaiJ .for: each of 
the three yeans. 

For more In for ma tio n contact' 
the Course A dmfebtrater. -ted da 
Shedran. at The Management 
School, Imperial CoBega 53 
Prince 7 * Gate, . London SW7..2FGL 
TteL 071-5095111 Ext. 7P?7 t 



DRUCE 



l K’l ols ^ i dsiKi- ;ii : .c“riKUicn,il 


ON THE MSTRUCnONS OF D WATERHOU8E AND E KLfMPKA 
OF CORK GULLY, JOMT ADWWSTRATWE RECEIVERS OF 
HARVEY MGHAITS FLVMQ HORSE COUNTRY HOTEL UNITED 


Quay pupae HI HoM B idro Wire * HudderiMj, U mta bum IMS reogfar hah«y 
^imm uadi mtUm&mw. 

* 33 Leoirtg Rooweai ro »u*<» Boiroom* • 90 cover RMtautMl* SfMdewPuMe 
Lourge Bar* Prtott LewgeMu6na Hewn (20) • AkCoriUorodFwictlDnSUMilEQ' 
Erienalw ftoca* 05c« dc * UfgeClrPwkandOounde' Rm yeerniM el 0181,000 
ad of VAT SOW) to 9UM1 

PRKHOUt SU88TAN7UU. OfFBW IKVIT83 UHiaaaFT 

C—ect Lwde (PBag|4BlW4 

ONTHE INSTRUCTIONS OF THE >JQMT ADMMtSTRATIVE RECEIVERS 

MR 8 TAYLOR AM> UR J POWELL OF CORK OULLY i 




UN00LM-&1 «Bm BXECNESS-SSndra WOOOHALL6PA-I eflra 
IW e fa e n ^r b cae dh ewe oenttewlfaaraialven ah mm lwt»g* 

.agdai eaM ia d e n d enro e h efar erfa i tf i il e—d pr a m kaa prating rf a f a pO irir w > n ie 
daociereQGBRinadelJBu pinned round enemeahegleedeaHliBul. Opened December 
rate. 

* S2qDeOy Lachg Badroamalwthanaufet batfrooma (bKlutlha3«ute«) * Counwd 
Leons* B» * Reoraem (capacty2SD»«> so comb* - lUquePuUfcto (SO comm*} • 
ReetBuxef40 coven}' 2FhndloMlronigFte«mn40«»4q' OffieeefSieiwetc* 
CeeMHodtag aid Double Cteriro* LegaPdmUCsr FVk 
OFPEZtO OOtKBlr FOR FREEHOLD RS.H12SUFT 
Cenfad Lrada (DM) 4e>144 

ON THE INSTRUCTIONS BO. HARDMO AND LOL BONO OF CORK GULLY 
JOINT AOMMSTRAUVE RECEIVERS OF CERTAIN PROPERTCS OF 
CARTEL PROPERTIES LUTED 
TIE. WATLMBa. WEBEY. HACTQN PH 8E*. ESSE* 
WaltaoepfainaSan ti Ma dheln ai t oocupyteopwmbratlocagon. 

* PubBcBer* Reetwart * fanehnnieeitiQ Ftooro ■ PamereeAcaaBtoKlFcewdonsUto 
100*-' CunnareU Kbcfaew ' Qrconda ebeu 1 eon 10 Inebde 1 buMng pM 
* 4 bad ppva* toomaiPde t lBC 
FREEHOLD rmffW REF L05778R 
Cadad tendon 071 7220777 

ON THE INSTRUCTIONS OF THE JOINT ADMINISTRATIVE RECEIVERS' 
MR A R STANWAY AIK) MR A P WHALLEY 
OF MESSRS CORK OULLY 




* A Oountiy Hold teLeedoe * Pdma lacadon ekra la AI * asLeatngBadnome (nnoaeo- 
nfee) * TenecaBa * BeneMhg&*a(UO*) * nniwrew ' CwPadtig • E ra Mded 
CocnraardeTrada * DO cfcoa £440000 lari tameMh* 


ON THE MSTRUCTX3N8 OF THE JOMT ADMMBTRATIVE RECEIVERS 
MR A H STANWAY AND MR A P WHALLEY 
OF MESSRS CORK OULLY 


* kipuakig counby HoM * StmaadontfeMI andd 0 MtoU 1 .UQS.UH 0 ’ t6La0hfl 
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BIRMINGHAM • BRISTOL • CHICHESTER • LEEDS - LONDON 


UPVC Conservatory and 
Window Sales and 
Manufacturing Division 
for sale by investment company 

or opportunity for Joint Venture Partner. 

Profit area £400,000 p.a. excluding cost of premises 
and group service charge. 

Business and production equipment suitable for re- 
location or premises ava&abie. 

Manufactures and installs high quality UPVC 
products with'sales by domestic salesforce plus 
sales to trade. Local Authorities and Government 
Departments. Opportunfly to grow independently or 
would be complementary to an existing business. 

For Information pteass tec 0384 377430 or 
wrBs to Box H8851, Financial Times, 

One Southwark Bridge, London SE1 9HL 


= £ + — *“ 


THE BRITISH INTERNAL 
COMBUSTION ENGINE 
RESEARC H INS TITUTE 
LIMITED 

(in Administrative Receivership) 

Engaged in research, design, development and leering of tacnal 
cotnbtarion engines, lubricants end fuels. 

1990 tncsover £3.0 million. 

For sate by the Joint Adnrinjetraovc Receives the business and 
sskis incivxfing:- 

• Leasehold promisee in Sloogh, Berks 

• II gasoline end 9 diesel taols localEng 175/100 tinea 

• Putpose bud folly equipped test cells 

• Owaproducts far bore scanning and wear measureniea 

• Btoe chip eas t er n er base 
Pkasecootacc 

John ME 

Joint Admintoarive Receiver 

BDO Binder Hamlyn ImklHCD 

20 Old Bailey. London EC4M7BH IBINUcR 

Telephone 071 489 6192 j HAMLYN . 

Fax 0714896295 


Charter-ed Accountants 

Aaihortr nrf by de Inaiaac cf Chartered Accomva/vsi* England 
and Wales to carry an iavaanent 


E -E — x — 


= £ + - x -E 




Merlyn Foods 
Limited 

(hiAOmintstrativefteceiveretrip) 


llliipl 



vm The AdminlstiaUve Receiver offers for safe 

the business and assets of a fully equipped 
w manufacturer of chilled partly cooked 
potato chips. 

m Customer base including major UK 
food disuibulors and local authorities 
m Modem leasehold factory unit and 
premises chse to major roads 
a EstaHohed 19B7 and based in South Wales 

For further particulars please contact die 
Administrative Receiver, lack Lewis, Ernst & Vbung, 
Fehcfagon House, Fitzatan Court. Cardiff Cf 2 Iff. 
Telephone: 10222 ) 484 641. Fax: (0222) 390565. 

sUErnst&Young 

Axaortmd ay Tte tesdJwe sfCUriaroddccMMs h £fl*a>4 
ratf nhm ao «*ry ra imm tesewH. 


BUSINESSES FOR SALE 


'Riuche 

Ross 


Forest Group PLC 

(in Administrative Receivership) 

The Joint Administrative Receive!*, N. R, Lyle and D. L Morgan, offer for sale the business and 
assets of ihe above Group including: 


Wyman Properties Ltd 

□ Substantial freehold 
premises in Romford 
comprising office, 
laboratory and 
warehousing facilities with 
planning permission for 
further office space. 


Oakwood Analysis Safety Industries Wyman Properties Ltd 

Centre Ltd (Oakwood) Ltd □ Substantial freehold 

□ Provider of environmental □ Supplier of safety premises in Romford 

analysis services. equipment on hire. rompnsmg office. 

□ Approximate annual □ Sales of safety equipment laooratory ana 

turnover £75 0,000. & consumables mainly to warehousing facilities with 

□ Highly skilled staff. the asbestos removal planning permission tor 

□ Contracts with blue chip industry. further office space, 

customers. □ Highly skilled staff. 

□ Depots at Romford, Essex □ Facilities for maintenance 

and ax West Bromwich. of own and customers’ 

plant. 

□ Approximate annual 
turnover £1.7 million. 

□ Depots at Romford, Essex 
and at West Bromwich. 

For further information please contact Sandy Brown or Karen Silcock at the address below 
or at Romford. Tel: 04023 77701. Fax: 04023 84803- 

PO Box 810, Friary Court, 65 Crutcbed Frbrs, London EC3N 2NP Tel: 071 9363000. Fax: 071 480 6881. 
UH I International Authorised by the InsUruie of Ctuncred Arvuununt* In England and Wjtes ns cany im Inwvnsrni Biohscns. 


FOR SALE 

Company established in 
1974 supplying the full 
range of equipment 
furniture etc. to the 
catering and restaurant 
trades. Directors/ 
proprietors wishing to 
retire are seeking a 
purchaser for their 
central London 
company. Asking price 
£650,000. 

Priaeipnli only la mr to Bo* H8SI2. 
Rmadnl Time*. One Soatbraifc Bridge 
LONDON. SCI 9HL 


FOR SALE 

Successful business 
operating outdoor game 
concept throughout 
Europe. 

Please reply in writing to: 
Chris Lowry, Baker Tilly, 
2 BJooinsbury Street, 
London WC1B 3ST 


POLAND 

PRIVATISATION 


tit 


The Ministry of Ownership Changes will offer 
for sale 77% of shares of Zywiec Brewery 
on July 1 1991 

For information call: ACCESS Ltd Warsaw 
Tel/Fax: 048 2 6593273 
c/o Andrzej Szostak 


/iCCESS 


COMPULSORY ADMINISTRATIVE LIQUIDATION 
OF -UNIONE MTUTARE” 

A JOINT-STOCK BUSINESS CO-OPERATIVE 
IN THE CONSUMER, CREDIT, ASSISTANCE AND 
SERVICES SECTORS 
INVITATION FOR TENDERS 


The Hqutdaiors hereby announce ihei they have been authorised by the 
Ministry of Labour and Social Security to proc e ed with the role of the above 
b nrin c M by mean or private negotiation. 

The bwiiwero owrehti of IS shopa located in Turin. Milan, La Spoil, Verona. 
Udine. Modena. Bologna, Florence, Rome (Tritone), Rome (CecdngnoU), 
Naples, Bari. Taranto, Palermo and Cagliari, mri u din g good will. 

The real exlalo located in Verona. Utfine. Florence. Naplea and Cagliari is 
owned by the bnrinen. 

In a note dated 22^.1991, the Mhmuy of Defence notified its readme** both 
U> eoofira, for the puretHser’e benefit, the convention under which access is 
permitted to ga n iaoM for the purpose of se lli n g the goods (in due compbance 
with precaution* im p osed for security reasons) and nlro apply taa deductions 
to Ministry of Defence employees’ salaries with regard to goods sold to them 
on hire purchase in U.M. sh^n. 

An oOirial appraisal was drawn np on 13.6.1990, according to which the value 
of the sale of the commercial activity, real estate, a dmi n is trative suthoriaDoni 
and conv m t i on with the Ministry of Defence was estimated to total Lire 
37.615 m inion. 

Further information «ul draft tender* may be obtained either (bom the 
linuidalioa Offices (Via Same BurgeHiai. 4, 00157 Rome, tel 06/4393442, Taa 
06/432910) or from the ofliee of Mr. Pietro Serobba, AUoroey-ai-bw (Viak 
dale Mifirie, 1, 00192 Rome, let 06/3215082. fax 06/3215078). 

Tenders based on the aforesaid draft, accompanied by a deposit corresponding 
to 3% of the price offered, must be delivered to the Liquidation Offices 
(Saturdays ceudnded) no later than 26 July 1991 (between 9.00 a-m. end 1.00 
pjn.) 

Tenderer* should note the following conditions: a) the Liquidators are not 
obliged to sell the aforesaid assets to the best tenderer, as tbor d ecisio n win, in 
any event, be sntyect to a posthc a ascas mcn t of the adequacy of the lenders in 
question: b) Ihe sale is subject to authorisation on the part of the Ministry of 
Labour and Social Security after approval from the Supervisory Com mu te r , 
and c) Ibe tender and deposit wiH be tied up until relevant judgement is passed 
by the supervisory Authority. 

THE LIQUIDATORS 

Altoncywt-tBW DOMENICO RIZZO. Professor FRANCESCO VASSAL LI 
and Senator SEBASTIANO VINCELLI 


FOR SALE 


NIELSEN PLANTS LTD 

POT PLANT NURSERY 

THE BEST REPUTATION IN THE U.K. 

Long established business with reputation (or top quality. 

1 6.000 m-'of heated and benched glasshouses. 

All glasshouses equipped with tungsten lighting. 

8.000 m- equipped with sodium lighting. 

The best producer in the country of Begonia and Hibiscus. 
The leading producer of mini-Christmas trees in pots. 
Capable of growing all kinds of pot plants in lop quality. 
Annual turnover of £ 2,300,000.- 
Major supplier to multiple stores. 

Profitable for many years. 

Profit before taxes is more than 1 5% of asking price. 
Please, contact: 


Pagter & Partners International 

PMbo*48 . 4brO AA Dinteloord - Holland 
Tel: + 31 16722747 Fn: 3 1 16723111 


MMUTMCMOStSMSSCtMUtXMS 
Skcmustsm iNitrantML Agd-Buunu* 




VIDEPRO INTERNATIONAL LTD. 
(in liquidation) 

K-3EAm 

The Liquidator offers for sale a business 
engaged in the manufacture of Data/Video 
Projection Systemsand Hi Beam Videowalls. 
The company has a modern production 
development facility and an established 
international distribution network. 

For further information contact: 


WHIiam Horgan or 

David Coyne ARTHUR 

Arthur Andersen & Co.. ANDERSEN 

49 SL Stephen’s Green, ANrwsiNi.cn. sc 

Dublin 2. 

TeL ( oooi ) 765821. Fax. ( 0001 ) 767821. 


h — d Flrolfc hQucttcu MnnMlBg Campuy. 


Jrag mmhSdHd cumpiqf wfth pn^gioa* eoeoaerbroa Tauter mdodm 
nbswii l ropcit* to Ac Eumpron Mattt. 

Thuconpsayiycasm»iingcpfiiqBCfiBamofaan gmsdihra B mu d8 u gfiaBilSta300 
T c mMugHha f wfrh sro nrl s tn i l fln l dijncrroira siu 1 m rriiuM p mn is w nirmtl to 
34X00 *q A wbfa mam for mprasfab. 

Idrolcp pnmviii yforscomproy swk iagvrjiicilirt i r g retion orwistiagiocx ppi d end 
dbcndQr. 

Writs Ip Bro aws^ T lra MrilTIw i A Pro ra na n ro rt ari Sgs l n *re ret WL 


Plant Hire/Sales 

^^rSMTK.TO' Tte Administrative Receivers offer lor sale 

the business and assets of Chris Evans Plant 
■“ Y. l- , v *7 Safes Limited which has been established for 

seven years. 

’• m Ktain distributor for Kubota 

a leasehold premises in Crowthome. 
£ Berkshire 

fc-ff k . : ,iV a Turnover £1.Sm 

A*25% jV • ' 

; . For further details please contact Jason 

i Elies, Administrative Receiver, Ernst & Young. Apex 

;J ■■. . v Plaia. Reading. Berkshire RGl 1YE. 

f Telephone: 0734 S00611. Fax: 0734 507744. 

s!l Ernst &Young 

Aigflort Bn d try ne ImtOane at OixrrrretJ Accoe nn nm B Engratf 
:>■■■ MdHMM to carry 00 ArvMtBMW AosImsa. 


Dried Fruit and 
Pulse Packing Business 
Humberside for sale 
T/O £1.5m 

A Dent ACA 
Madeod Ross & Co Ltd 
21 Broadwall 
London SE1 9PL 
071-928 8966 

















Precision Sub 
Contract Machinists 

Wakefield 

The Joint Administrative Receivers offer for sale the business and 
assets of QaWeal Engineering Limited as a going concern. 

Principal features include: 

■ Annual turnover approximately £0.5 million. 

■ Sub contract high volume machining facility with bias towards 
non standard fastenings and fittings. 

■ Extensive range of machines including CNC's and high speed 
Hex turning. 

■ Skilled and semi-skilled workforce. 

■ Established quality customer base with existing orders. 

■ Leasehold premises 16,000 sq ft with low rent 

For further information contact the Joint Administrative Receiver, 
Rodger Taylor, KPMG Peat Marwick, The Fountain Precinct, 

1 Balm Green, Sheffield SI 3AF. 

Tel: 0742 766789. Fax: 0742 766216 

KhMG ‘ Corporate Recovery 


Engineering 
Plastics Company 

Leicester 

The Joint Administrative Receivers offer for sale as a going concern 
the business and assets of Granby Plastics Limited. 

The company is involved in cast nylon products, machining, injection 
moulding, vacuum forming and machine fabrication. 

Principal features include:- 

■ Turnover £750,000. 

■ Leasehold property 11,000 sq fL 

■ 15 employees. 

■ Oil filled nylon products. 

For further information contact the Joint Administrative Receiver. 
Myles Hailey, KPMG Peat Marwick, Peat House, 

1 Waterloo Way, Leicester, LEI 6LP. 

Tel: 0533 471 122. Fax: 0533 547626. 


Corporate Recovery 


FINANCIAL TIMES TUESDAY JUNE 25 1991 


Invest in success 

Oimzt do France, on* ofEurope's key players in the 
2 star hotel frartcbisC market is coming to the UK. with 
50 hotels being built over the next 8ve years. 

. R^xminimunibxvcstinoU of £600.000 you can cither 

manage your own 50 to lOO bedroom business on a turnkey 
basis, or have it operated by Cfimat OK nndera Management 
Agreement 

jOTmoreinformatJonoflhowChiisiie&Co, Corpoctie- 
& Acquisition Division can ptwide assistance with site 
sourcing, acquisition and funding. contact Patrick Ryan • 
Loodoo OfEcc 071-799 2121, lan Davie Edinburgh Office 
031-557 6666 , Colin WeUstcatf L«dsO£ficc 0532459667. 



OLuruxt 



' Chain ofHotcbaixlBcscninutts J Q»np dc. France^ 



FOR SALE 

BROADLY BASED RADIO COMMUNICATIONS CO. 
With T/O far 1991 citwntend at £1M, with well rmahfiihnrt apo m , 
c u nome n indade Goranmcnt rad htany, approved to AQAP 4. 
rad CAA,ponreial in xpoateiatmSo comets rad avionics. Caayiy 
occupies 6000 iq ft p q ipwon m rental near m^joc tonwlW Ml tJK _ 
afapart W<xdda»«idar«epura:nteoftfixak»ic- Ifiyeaananaincig. 

JOBTEL Ltd, 10 Ghfrnes Meadow, Sootfiwefi, NOTTS NG2S OGB. 

Phone (0636) 815265 or Fax 815628 


SOT HEALTH FOODS LIMITED GROUP (In Receivership) 

emmt Bodyline Health Foods Limited 


SOT Health Foods Limited (in Receivership) 

The business and assets of SOT, wholesale distributor of 

0TC goods, are available for sale as a going concern. 

• Annual sales over £50 million. 

• Supplier to 2,300 Independent chemists. 

• High market share in the North West, Yorkshire, Midlands 
and South Wales. 

■ Operates single hub distribution centre from leasehold 
site InTUnstall, Stoke-on-Trent 

• Substantial fleet of delivery and trunking vehicles. 

• Highly computerised stack system. 

• Own label “Enterprise' sales of £5 million per annum. 

• Weekly personal representative calls and deliveries to all 
customers. 

• Over 300 employees shared with other group companies. 

Barclay & Sons Limited (in Receivership) 

The business and assets of Barclay, wholesale 

distributor of ethical pharmaceutical products, are available 

for sale as a going concern. 

• Operates from a leasehold site in Trentham, 
Stoke-on-Trent 

• Uses the SOT marketing and distribution network. 

• Annual turnover of over £20 million. 


Bodyline Health Foods Limited 

(bi Receivership) 

The business and assets of Bodyline, wholesale 
distributor of health foods, are available for sale as a going 
concern. 

• Operates from leasehold site at Talke, Stoke-on-Trent 

• Supplies health foods to chemists and health food shops 
In the local area. 

• Annual turnover of £3 million. 

• Wide range of products. 

The Great American Drug Store Limited 

(In Receivership) 

The business and assets of this retailer of drugstore 
products are available An 1 sale as a going concern. 

■ One retail outlet hi Middlesbrough selling drugstore 
products. 

• Current turnover of £15,000 per week. 

Enquiries relating to all companies to: Tony Brereton, 
Price Waterhouse, York House, York Street, 

Manchester M2 4WS. Tel: 061-228 6541 . Telex: 669591 . 
Fax:061-2361268. 

Price Waterhouse 


COMPANIES FOR SALE/ 
INVESTMENT OPPORTUNITY 

We have two small, earty-stage companies for sale - annual turnovers 
approx. £200,000 p.a. and growing 

A company specialising in the commercial 
management of sports dubs with 4 existing dubs 
under contract and 3 in negotiation. Should be 
profitable from the forthcoming winter season. 

Price guide £50k - £1 00k. 

A catering company, now profitable, based in the 
Thames Valley. 

Price guide £30k - £50k. 

These subsidiaries are now considered peripheral to their .holding 
company's activities. Part purchase or joint venture options would also be 
considered. 

Prindpals only please contact: 

Milestone Services United 

The Old Sawmills, Inkpen, Newbury, Berkshire, RG15 OEF 
Tel: 04884 8862 Fax: 04884 8863 
A Member of the Securities & Futures Authority - 


STRATHMORE HOTEL 
THE HOE, PLYMOUTH 

55 en suite bedroom 3 star 
hotel Sound year round trade. 
£130,635 profits on net T/O 
£565^60. 




70. en suite bedroom 3 star 
hotel 1.5 acres in thriving 
commerced and hoSday town bi 
SoufliwesL Extensive leisure 
complex. Expanding, well- 
balanced year round trade, 
£394,090 profits on net T/O 
£1.254,682 under 
man ag ement 


Humberts 


Spttbaqk Fort, The Solent, 
Hampshire 

Khuand fatbo Sol™*,«n»a* I m3oKMb 



Touche 

Ross 


& 


OTTlntematmal 


Barbarian Holdings Limited 

Trading as: Barbarian Rugby Supplies, Jeff Squire Spots 

Mike Rafter Sports & Leisure Limited 
The Sports Warehouse Limited 

(Ail in Administrative Receivership) 

The Joint iVJmJnfcitraUvu Rucuhvra, Ruben C. Ellis and Anthony M.D. Slid, offer 
fix- sale the >jxxhviQ and assets of die above businesses. The main features are 

□ Manufacture, wholesale and retail of sportswear, T/o £2m pa. 

O Main .suppliers tit rugby unions, leading duhs and corporate bodies. 

□ Freehold premises in Cwmbran, S.Wafcs - 8,000 sqJt. set In 2 acres, 
suitable Tor many purposes. 

□ Extensive stock of sportswear, 

□ Flam and machinery. 

For further details, please contact Robert Elln nr Peter Engd at the address 
below. 

Blenheim House. Fiuaian Court, Newport Read, Cardiff CF2 ITS. 

Td 0222 ■Mill 1. Fax: 0222 482615. 

Auihin«nlh> dw kl-OM*- 1 1 OonemJ ftx% wwax-. m KmSural Aral Wa »i c«ir on hi wmm i Bmtn m . 


Fabrics 2000 Limited 

(In Administrative Receiraship) 

The Joint Administrative Receivers offer for sale the business and 
assets of dlls Hampshire based company. 

□ Conveners of household furnishing fabrics and bedware, 
in-house labels and, subject to agreement, the Mary Quant labeL 

□ Trading with major High Street stones and mall order companies. 

□ The company operates from substantial premises (6,000 sq.ft.) 
on an industrial estate near Winchester. 

□ Turnover approximately JE2.5m. 

□ Extensive UK and significant European customer base. 

For further particulars please contact the Joint Administrative 
Receiver, Harold Wilks at the address below, or Craig Aitchison 
on 0962 844114. 

Carlton House, Carlton Place, Southampton SOI 2DZ. 

Tel: 0703 334124. Fax: 0703 330724. 

AuUwnscd hy the liWMe •< Ctaflml Acmtawn* in fcngtand aid TAe* iu ejny up Enueamait Burim-a. 
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(In Administrative Receivership) 

The Business and Assets ollhfi above named Company and itssubskfiaries are offered for sals as a going concern. 
The Group operates from 3 sites in Sussex and Hampshire as a catering equipment tistrfbutor. The assets 
comprise:- 

- Laasflh(^prerT^ in Brighton VVorttring and Bofdon Iroxporallngl^showrxxxns. 

• Tumour in excess of £3m. 

- E8tato6sf»d o«f lOOyre ago with a lags hotsahoW named customer Ssi. 

■ An extensive stock range. 

■ The Company has a proven atxEty to plan and Instafl complete food service operations. 

For futtor information please contacf the Joint AdmWstrafive Receivers, N J Voogft and J M kedate at Coik Gtfy, 
9 Griyfrlais (toad, Rearing, Bette RG1 1JG Tel 0734 500336 Fax 0734 607700 
CM tUty to Mhortnd hi a* run at Coopers & Lytamd DMM by m MMk at ChMmd taawnants 
InEngUod nX! wamoctnyon t mrtnu V Bu*m» 
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G B Caleva 
Limited 

H» drockxs Otar hr sato as a going 
corv^tte«sttiiiMcornpar78psd8t- 
Wng In toa dodgn md mamdaefun ol 
pupontd process aid qugty cental 
nadSneqr tor ri nr maceutal and odwr 
hduootoa. iWnonr to upfmbaMf 
£500000 par ann to a Hue dip 
cuatamar ban. For krt» rt w mafion 
plana contact ta drectos el Butts Ppnd 
taduriM Estate. Shantodsr Naaton, 
DonaL Tat 0258 72742. 


available, mainly Sooth of England 
based, which may bepmdnsed in the 
foflowjnf cMagorica: 

• Fn g mrnring - Precision rad 

l Ua imt iff l 

• Ftinring/Greeuog cards 

• Computer Software 

• Public rad Private Transport 

• Socunzy Systems 

• Flooring - R««H and Gamracrieg 

FAX on 0202 605339 


ROMMS SERVICE. l^ndoiWKeM CISOOTwaak 
nrinlrrum EatabBshad 230 raocMr eualom- 
on. ahnpla cash buslneaa. G3&000 Tal: 
0358 32001 or OHS 870049. 


HOTELS & 



PUft COMPANIES AND 
Operators 

Day ta day Eilat, Duaaaanai 

tvaiUHe la PuMe Hone Cfeapaafa • 
on aa enerpnQ’ar eoaUmiai lacto. 

Spedalta advice to the effect) of tte 
MJMX. Report sad on (he todm / 
Sale* / ExpanSea Plaattag of Pabflc 
Hohri - Slagle Utmi at Choyt, 
CtwOna I. WiU C.M. Group 
Tel lOrajanw Pm (3723)364673 


UK/US BUSINESS FOR SALE 

3 .) UK - Producer of health food T.O. £1.SM (b) UJC Cable harness/ 
wiring assembler T.O. £1.7M (c) UK Specialist cable maher for 
tel epb ones/ instnnnent controls T.O. £4M (d) UK Manufacturer of 
automatic test software for printed circuit boards T.O. £I.7M 
fe) UK surface mount technology producing switches, relays, circuit 
assemblies T.O. £5M (0 UK Producer of subsystems, coils, 
inductors, I.v transformers T.O. £I.9M (g) US Producer of organic 
food T.O. S6M (ta) US Producer of biotechnology produc t s T.O. 
S5m (i) US MFG speciality kraft core material T.O. S2IM. 
Principals reply to Colech un* (UK) Ltd. Fax: 071-588 2718 


FOR SALE 

Company Which Has Dovs loped Process For Lttho 
Printing 3-0 

substantial offers required for outright sale or will consider 
sale or sole European rights. 

GR Print Consultants: 0992 581289 


FOR SALE 
PRIVATE LICENSED 
COAL MINE 
COUNTY DURHAM 

RiHy dwdaped taweotl; 



CLASSIC CAR 
BUSINESS FOR SALE 

Sdr contained showroom for 5 
can with full service facilities in 
prominent Hertfordshire village 
position, low rent. Ideal oh man 
operation /id vcsUdcq l No debts. ' 
Change of direction forces sale at 
discount to £100.000 safe price of 
can. Offers on £80,000. 

Teh 081-443 3366. 

Fax:081-805 3360 


Fitted Bedroom 
Furniture Showroom 
For Sale 

An ugu o umli e to parehaan a 


Jdnety Manufacturing Business 
For Sale as going concern. I 
Freehold. Shropshire. 

T/O £256,000 GP 26%. 
£286.000 + SAV. 

Plaaae vat* Bex HB888 Hnandat Tbnaa. 
Ona Souttmartc Bridge Lemtan SCI DHL 


HATUIUU. BEAUTY PBODOCTV.im 
Mwiatacturer o( mnttjr (raa Naum Toflat- 
rtes and CosimOcs. AH sandrae anBabw. 
We oflar Master FraiMhlaas owuwm*. 
Alan Lm tOM» F^c « 3 MM Tat 7 W 8 M 


OIL SERVICE INDUSTRY 
BUSINESS FOR SALE 

Wa am Mtefcwd by a Grmp n dtepow of a norveoro ntnkflary , tarad In 
Abentran, which ptowMbb hiafarromal and rthar rotated servicaa to dw 
oflahoro ol and gn Indutty. 

1h» actialandtorocBatprofllBWfty bofcre taxation in 1990 and 1991 ia 
£204,000 and G320j000 reapacdvaly. 

Oanla wM ba matte wdaUa to dbdorad principals on application to:- 

ColnlWalah 

Partner 

Ruiharford Maroon Dowds 
Chartered Accauttanta 
2 Quaana Tarmca 
AbantaarA 
Aflt 1XL 

TatophonK 0234 625888 



QUAKER HOUSE COLUERY LTD 
BILUNGE, WIGAN, GREATER MANCHESTER 
(M ADMMSTRAUVE RECOVERSWP) 

Tha AdrnHatrattoa l aasto ia eHar tor aala lha bualnam and aaaata ot Owdror House 
CoSary Ud. 

Pltoctoato tewaa toduttac 

* FUtraqutofMd private dtR ndna, 

* OpancanpcaaniM. 

Ptomhg ooneantfar a naar SSL 

Far ktrthtrMbmteAon, ptosw contact RkimrdTnynoror 
Gary BeB, otBucNorPNBps A Traynor, Bfaddrians House, 
Pmtsomoa. Manchester U32HR. 

Tebphona 061 839 0990. 

FacsMte 061 832 7436. 

BUCKLER. PHILLIPS & TRAYNO& 


BC( 1 1 k is i irov.cu 


Bj Dfrtction ofp>iii< Receiver 
PHC DtMban 

The Old Manor 
Nursing Home 
SEATON 

Substantial detached Nursing Home 
reg ister ed tor 29, 15 single*, 7 twins. 

lift. 2 lounges. Nurse calL 
Fully complies with Ere regulations. 
Current occupancy 19. T/O £5,200 p.w. 
Meal level location 
Offers invited freehold 
Ref 32/79338 


PAPER 

MERCHANT 

London baaed * p* d » fay paper nacafamt 
roto pni e h ss n r far hnsiao s s . New 
prodna fines, ewxflnn p roye c te. 


t Hffl. ktUogCatd. HonhiBv W. 
Soani HU] TRY 
8**: 0405 790009 


OFFICE EQUIPMENT 


LARGE CORPORATION 
CLOSES SEVERAL 
PRESTIGIOUS OFFICES 

• 325 Desks. Executive. Clerical and 
Secretarial 

• Three Rosewood Conference Tables 
with matching Leather Chairs 

• Over 750 Chairs 

Filing Cabinets/Cupboards etc etc 

• Partitions, Solid and Glazed, also Free 
Standing Screens 

Tel: 081 549 9339 
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Belgium combines a 
vision of united 
Europe with internal 
fragmentation, writes 

David Gardner. With 










elections less than a year away, 
Prime Minister Martens is keen to 
complete the devolution of power to 
the regions, as well as legislation 
making Belgium more competitive 

Aiming for 







LAST MONTH, the Belgian 
government offered the presi- 
dency of the European Com- 
mission a modestly grand per- 
manent' residence. Yet to be 
erected, it mil have a splendid 
facade by Victor Horta, the 
Belgian architect who was one 
of the leaders of the art nou- 
veau movement at the turn of 
the century. Thefacade was 
dismantled from Bata's Hotel 
Aubecq when it was demol- 
ished - scandalously - in 
1950. and lies like a giant jig- 
saw in a field near Brussels. 

The idea seems altogether 
emblematic of Belgium, which 
combines a vaulting vision of a 
united Europe with its own 
fragmented, decentralised 
country - an awkward nation- 
state more comfortable the' 
more it subsumes its nation- 
hood into the stzpranation it 
sees emerging from the EC/ 

The two Identities are inex- 
tricably bound. Belgium's poli- 
ticians seem happy for power 
to continue moving beyond 
them-Jto the EC._and below 
them to the three regtous into 
which the country is divided: 
French-speaking Wallonia, 
Dutch-speaking Flanders, and 
polyglot Brussels, home to the 
EC's main .institutions. 

Their reasons are eminently 


practical, as wen as - from 
Belgium's vantage psycho- 
logically appealing. 

It is reassuring, for example, 
for the French, Dutch and (the 
small minority of) German- 
speakers to be surrounded by 
. France, the Netherlands and 
Germany, in what all commu- 
nities see as an eventually fed- 
eral Europe. The mind-set is 
quite different to that of uni- 
tary states like the UK 

Growing European integra- 
tion has provided Belgium's 
political class with practical 
levers too. “The European idea 
haw been decisive in iwa coun- 
try," says Mr Bernard Snoy, 
adviser to minis- 

ter Philippe Maystadt “In the 
name of 1998. we have been 
able to get things done we 
never could have dreamed of.” 

The evidence is there in the 
remarkable turn in pnbllc 
finances and economic growth 
of the past four years. The suc- 
cession of coalitions led by Mr 
Wflfried Martens since 1979 
have more than halved the 
budget deficit, wiping 10 per- 
centage paints of GDP off pub- 
lic Bpgnnmg exclusive of inter- 
est payments. 

They have, however, been 
able to do no mace than stabi- 
lise the gSOObn public debt at 


an unsustainable 120 per cent 
of GDP. This huge overhang, 
eating up ten times more in 
interest payments than the 
state invests, is the Belgian 
economy’s main , point of vul- 
nerability - especially since 
further budget cuts could 
accentuate the downturn in 
business activity. 

Nevertheless, the Belgian 
franc hardened after the 
government tied it to the 
D-mark last year. Taxes on 

- investment have been slashed, 

- and private investment has bit 
an historic peak in the past 
•three years, providing high, 
•non-faflatjonary growth, good 
corporate profitability, ana big 
increases in disposable income. 

Under the impulse of 1993, 
the money markets have been 
liberalised and an open, mod- 
ern financial centre is emerg- 
ing in Brussels. 

Mr Peter Praet, chief econo- 
mist at G€n£rale de Banque, 
Belgium’s 1 adding hanlf | points 
to a no less marked transfor- 
mation in the attitudes of 
labour, not very long ago seen 
as at least as strike-prone as 
UK unions once were. This 
change has been beneficent 
towards multinationals, be 
says, who even before 1968 - 
when the French conglomerate 
Compagnfe de Suez took over 
Soctetd Gdndrale de Belgique, 
Belgium's largest holding com- 
pany - directly owned 40 per 
r yp t of Belgian m an nfti- fa ir i i ' y . 
“Do you know of any other 
country where foreigners could 
come in and buy La Gdndrale?" 
Mr Praet asks. 

Though Suez came in as a 
white knight against the preda- 
tions of Mr Carlo de Benedetti, 
the Italian financier who 
mounted a hostile bid for La 
Gdndrale, some government 
nfflriak are nOW less M nwil np 
about the consequent shut in 
corporate decision-making 
from Brussels to Paris. They 

nwH mm-lrrf nrmh mta nnln t out 

that La Gdndrale offered an 
easy target not just because it 
was a sprawling bolding which 
under-earned on its portfolio, 
but because it was a loose 
aggregate of semi-independent 
baronies. 

Still, Belgium remains a very 
open economy, earning a good 
living in the international 
marketplace. It exports twice 
as much per capita as Ger- 
many — the country to which 
it sells most - and five times 



as much per head as Japan. 
“One of our main assets is 
openness," says Mr Praet “We 
have rediscovered this but we 
have to push our reasoning 
farther - to take the successes 
of the last four years and ask 
ourselves why.” 

These successes have been 
achieved at no visible cost to 
the politics of consensus. With 
so fragmented a political spec- 
trum - there are Flemish and 
Walloon Christian Democrats, 
Socialists, Liberals, Greens and 
nationalists — so »«irt a sys- 


tem of proportional representa- 
tion, and so many layers of 
representation at regional and 
national level, consensus is the 
cement without which no coali- 
tion can be built 
Mr Martens, a Flemish Chris- 
tian Democrat now governing 
in famifrnT with the Socialists 
and the Flemish regionalist 
Volksunie, and looking for his 
ninth coalition In elections 
which must be held by Janu- 
ary 19, knows this best of alL 
He has painfully pushed 
through devolution to the 


regions and protection of lan- 
guage rights, but been frus- 
trated in the “third phase” of 
constitutional change. This 
centres on direct elections to 
the Flemish and Walloon 
wiawnhUes — which would get 
more powers - and reform of 
the Senate, which would 

ahnfwrt wtrhriwly luge SOme. 

The immediate cause of the 
blockage is how to parcel out 
revenue from TV and radio 
licence fees among the lan- 
guage communities, which is 
also holding up agreement on 


next year’s budget “The Bel- 
gian political mechanism 
P H»anq that we have to find a 
solution, first, to the TV row. 
then for the budget, and only 
then, constitutional reform,” 
Mr Martens says. 

This reform will inevitably 
be left for the next coalition, 
while the government concen- 
trates modi of its immediate 
attention on Euro-matters. 

Mr Martens, mooted as possi- 
ble successor to Mr Jacques 
Delors as president of the Brus- 
sels-based European Commis- 
sion, la instead moving constit- 
uencies from Ghent to 
Brussels, with the express aim 
of co nfirming the Belgian capi- 
tal as “the political centre of 
the Community**. Be fears that 
if Strasbourg is confirmed as 
the permanent home of the 
European Parliament, then the 
Commission and European 
Council will eventually depart 
from Brussels, and “Belgium 
will become part of Europe's 
periphery - I am convince d". 

This vision seems alarmist, 
but it shapes Belgian attitudes 
in the twin inter-governmental 
conferences on European eco- 
nomic and monetary union 
(Emu) and political union. 

On Emu, Belgium practises 
its enthusiasm for a single cur- 
rency by keeping the franc half 
a point either side of the 
D-mark in the exchange rate 
mechanis m of the EMS. Like 
France, it would like a share of 
the influence over Europe's 
monetary system now exer- 
cised overwhelmingly by the 
Bundesbank. 

In the political union negoti- 
ations, M giiiw is firmly in the 
federalist ramp , it would prefer 
a single new treaty to three 
treaties, which it believes 
would increase govemment-to- 
govemment influence at the 

« pm» of gatminaly mmmn n 
policies. 

“As a small country, we fear 
domination by a de facto direc- 
torate of two or three big coun- 
tries," Mr Mark Eyskens, the 
foreign minister, explains. 
“There Is a leakage of sover- 
eignty ... which will lead to a 
vacuum if there is no firm 
structure to retrieve it” 

Euro-federalism, on this 
view, is the natural goal of a 
country itself striving towards 
a full-fledged federation to 
anchor its own sovereignty, 
and a privileged place at the 
centre of Europe. 
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BELGIUM 2 


Dick Leonard looks at a political scene divided along linguistic and regional lines, and profiles some of the players 


Martens: the only constant I Standard bearer for the right 


FT IS far from certain when the 
next Belgian general election 
will be. although the scheduled 
date is is January 1992. What 
is almost sure Is that, whatever 
its result, the next prime min- 
ister will be Wilfried Martens. 

He first got the job in April 
1979, one month before Mar- 
garet Thatcher and - with a 
single break of eight months - 
has held it ever since, through 
eight governments. There have 
been left-centre coalitions, 
right-centre, grand and several 
other varieties of coalition. 

This should not lead one to 
the conclusion that Martens is 
a mere Vicar of Bray, willing 
to trim his sail to every pass- 
ing wind. Throughout his 
years in office, and for some 
time before that, his consistent 
purpose has been to achieve a 
reform of the Belgian state 
which would transform it from 
one of the more over-centrai- 
Ised of countries to a devolved 
system which Mr Martens calls 
federal unionism. 

This was unnecessary, Mr 
Martens thought, because lin- 
guistic divisions between 
Dutch-speaking Flemings and 
French-speaking Walloons 
were making the country 
almost ungovernable as a sin- 
gle unit. Although separatism 
was far from being a serious 
force among the Flemings, and 
was almost non-existent among 
the Walloons, neither language 
group seem prepared to make 
the necessary compromises to 
govern in harness. 

Mr Martens's predecessor, 
Leo Tindemans, managed to 
achieve an all-party consensus 
in 1978 for a devolved state 
with three self-governing 
regions, Flanders, Wallonia 
and Brussels. Then his own 
party, the Flemish Christian 
Democrats (CVP) reneged on 
the deal, and Mr Martens, also 
a CVP man, was left to pick up 
the pieces. 

Painfully, he managed to 
introduce a a partial devolu- 
tion in 1980, involving only 
Flanders and Wallonia, but lin- 
guistic tensions abated consid- 
erably as each language group 
was enabled to run its own 
show. Consequently, the right- 
centre government led by Mar- 
tens between 1981 and 1987 was 
able to concentrate on restor- 
ing the competitiveness of the 
Belgian economy, which was 
in dire straits In 1981. 



The EC government above, the regional governments below; 
Wilfried Martens's government is caught between the two 


Six years later linguistic ten- 
sion flared again, and the gov- 
ernment was brought down 
over a quarrel concerning lan- 
guage rights in thg Fourons, a 
tiny commune near the Dutch 
border town of Maastricht, 
which has already led to the 
fall of two earlier governments. 

The subsequent general elec- 
tion produced a left-centre 
majority, and a new determina- 
tion to prevent a repetition of 
such farcical events. The new 
government was a five-party 
coalition, consisting of the two 
Socialist parties (one for each 
language group), the two 
Christian parties and the mod- 
erate Flemish Nationalist 
party, the Volksunie. The Volk- 
sunie was specifically included 
to ensure a two-thirds majority 
in the Belgian parliament so 
that constitutional changes 
could be made. 

A constitutional reform plan 
in three phases was agreed 
when the government was 
formed. The first phase, intro- 
duced immediately, was 
designed to protect minority 
rights in mixed-language com- 
munes so as to avoid a repeti- 
tion of the Fourons events. The 


second, completed within a 
year, gave the Brussels region 
an elected assembly and its 
own regional government, 
while adding education, public 
works and several other ser- 
vices to those devolved in 1980. 

The third phase was 
intended to provide direct elec- 
tions to the Flemish and Wal- 
loon regional assemblies and to 
reform the national parlia- 
ment, particularly the senate, 
which effectively duplicates 
the work of the lower house 
without acting as a counter- 
weight to it. Unfortunately the 
sense of crisis which saw the 
first two phases through was 
not sufficiently strong to 
prompt the five government 
parties to settle their differ- 
ences over the details of phase 
three. In the fourth year of the 
government's life, it is now 
clear that nothing substantial 
will emerge before the election. 

The Volksunie, which fears 
being outflanked eJectorally by 
the more extreme Vlaams 
Blok, a separatist and openly 
radst party, is profoundly dis- 
appointed not to have achieved 
the direct election .of the Flem- 
ish assembly. It has uttered 


sporadic threats to quit the 
government if nothing is done, 
and it is just possible it may 
still do so, perhaps precipitat- 
ing an early election. 

More likely, however, the 
Volksunie ministers, who are 
clearly enjoying the fruits of 
office, will sweat it out, and 
the government will stick 
together until the election is 
called. Whether it will survive 
that election, and especially 
whether it wifi keep its two 
thirds majority is more doubt- 
ful. Recent opinion polls show 
all five government parties in 
decline, with especially heavy 
fails for the Volksunie and the 
Flemish socialists. 

The main beneficiaries of the 
coalition losses have been two 
Green parties, which now com- 
mand the support of 10 per 
cent of the voters. 

The French-speaking Social- 
ist leader, Guy Spitaels, 
recently gave a notably pessi- 
mistic assessment, predicting 
that Belgium would be difficult 
to govern after the election. He 
is not enamoured of the possi- 
bility of the Liberals joining 
the Socialists and the Chris- 
tians in a “tripartite" coalition, 
which might well be the only 
combination which would 
secure a two-thirds majority. 

If this option is rejected, 
there would be several possible 
outcomes. The present coali- 
tion might continue, with or 
without the Volksunie; it 
might be reinforced by the 
inclusion of the Greens or, pos- 
sibly, the FDF, the small Brus- 
sels-based party defending 
French language Interests. 

A right-centre coalition is 
unlikely, the Liberals do 
spectacularly well, as the 
Christian Democrats have 
already maria it clear that they 
prefer governing with the 
Socialists. 

With all these possibilities, 
why is it so certain that Mar- 
tens will finish up on top? Basi- 
cally, because his party, the 
CVP, is an indispensable part- 
ner in any viable government, 
and he is far more acceptable 
to all the other parties than 
any other CVP leader. A Bald- 
winesque character, radiating 
trust and confidence, he is the 
only Belgian politician to have 
a strong public following cross- 
ing language barriers. For the 
moment, he remains the undis- 
puted king pin. 


IF THE spirit of Ronald Reagan 
and Margaret Thatcher lives 
on in any European political 
party, it is in the Flemish Lib- 
eral Party (PVV). Its leader, 
Guy Verhofstadti is an 
unabashed admirer of both of 
them, and he sticks firmly to 
the monetarist principles 
which other European conser- 
vatives are fast abandoning. 

Just 38, he already has a dis- 
tinguished political career, 
having served as vice-premier 
and budget minister in the last 
Martens government, between 
1986 and 1988. Mr Verhofstadt 
was easily the most right-wing ' 
member of this right-centre 
coalition. He was largely 
responsible for setting his own 
party on a right-wing track. 

As a 28-year-old lawyer, 
already president of the Young 
Liberals, Mr Verhofstadt had 
taken in the PVV congress in 
1980. He introduced a radical 
manifesto, stuffed with ideas 
derived from Friedrich Hayek 
and Milton Friedman, which 



Verhotstadfa Determined 


was preferred by the mass of 
delegates to the mild proposals 
put forward by the party lead- 
ership. 

On the basis of this mani- 
festo, the FW made strong 
electoral gains the following 
year, and whenits leader WlHy 
de Clercq, resigned to join the 
government, Mr Verhofstadt 
was chosen to take his place. 


. -Four years later, Mr de Clercq 
moved on to became an EC 
Commissioner, and once ag ain 
it was Mr Verhofetadt who suc- 
ceeded hint . \. 

: A- much tougher character 
than Mr de Clercq, Mr Verhof- 
stadt was determined his-party 
should dominate the economic 
-policy of the government As 
budget minister, he cut public 
spending and Introduced a fe- 
cal freeze and the privatisation 
of some public utilities. In two 
years the budget deficit was . 
slashed from 12 to 8 per cent of 
GNP, and Mr Verhofstadt was 
bent on tightening the screws - 
until it was down to an EC 
average of around 3 per cent 
In the autumn of 1987, how- 
ever, the government col- 
lapsed, ostensibly over a lin- 
guistic dispute prompted by 
the sacking of a French-speak- 
ing mayor in a Flemish com- 
mune. Recriminations flew, 
but even Mr Verhofstadt 
readily concedes that his 
refusal to agree to any 


increases in public spending 
made him an imcoQgeDi&l col- 
league. ■ 

' At -the* last election, trio 
stand was strongly endorsed 
by Flemish voters. His party 
gained several seats and he 
himself overtook prime minis- 
ter Wilfried. Martens in the 
number of preference votes 
gained hi Ghent, where they 
were both candidates. Yet tills 
advance - was dwarfed by the 
muchlarger gains made by the 
Socialists in French-speaking 
Belgium, and a left-centre gov- 
ernment became Inevitable. 

* Its most severe critic has 
been Mr; Verhofstadt, who has 
consistently maintained that it' 
has wasted an opportunity of 
solving the 'debt problem. - 
Mr Verhofstadt" s party is 
doing well in the polls and 
hopes to force its way back 
into government at the next 
election. The Christian Demo- 
crats and Socialists, however, 
clearly prefer each other as 
coalition partners. 


A quiet voice of authority 


THE man who calls most of the 
shots in Belgian politics has 
not been a government minis- 
ter since 1S8L Yet few would 
deny that Guy Spitaels, leader 
of the French-speaking Social- 
ist Party, is by fer the most 
Influential Belgian politician. 

When his party, which has 
been in opposition for six 
years, made substantial gains 
at the general election In 
December 1987, many assumed 
he would become prime minis- 
ter. Although he was asked by . 
King Baudonin to explore the 
possibilities, he did not see 

hinwrif a suitable wwwlidafoa . 

Mr Spitaels nevertheless 
worked hard to ensure the new 
government would he a left-of- 
centre coalition in which his 
own party would play a domi- 
nant role. 

It took six months to form 
the new government, led by 
the Flemish Christian Demo- 
crat, Wilfried Martens, who 
had been prime minister of the 
preceding right-centre govern- 
ment from which the Socialists 
had been excluded. 

It was assumed Mr Spitaels 
would be senior but he chose 
to remain at his party post. 


which in Belgium is incompat- 
ible With mini sterial office. 
Instead, he nominated his 
ri ght-Vianri-my tT 1 ■ Philippe Mon- 
reaxtx, a history professor at 
Brussels University to assume 
the vice-premiership. 

The decision derived from 
the feet that the party was 
split over whether to join the 
government, and Mr Spitaels 
felt he should remain in charge 
to protect the backs of socialist 
ministers. In feet, the party 
adjusted very rapidly. 

Now aged 59, Mr Spitaels 
came late to politics. He stud- 
ied at the Catholic University 
of Louvain, and went on to 
became a professor of econom- 
ics at Brussels University. At 
the. age of 29 he Joined the 
Socialist party, and at 42, in 
1973, he was asked by Edmond 
Leburton, prime minister of a 
short-lived Socialist-led govern- 
ment, to become his chef de 
Cabinet Within six years Mr 
Spitaels was himself a vice-pre- 
mier, in the first Martens gov- 
ernment, formed in 1979. Two 
years later he abandoned his 
ministerial post to become 
p ar ty leader, only to see his 
party forced into opposition. 




Behind the scenes; Spite® Is 


where it remained for six 
years, its longest period in the 
wilderness since the 20s. 

Mr Spitads was not an obvi- 
ous choice to rally the party. A 
fastidious intellectual, he was 
no platform spellbinder, but 
over the years he proved a 
shrewd and determined strate- 
gist, working to make his party 
tiie champion of Frenchrflpeak- 

ing Belgians, while squeezing 
out other left-wing forces, 
including the once significant 
Communist party. ■' 


His master-stroke, much crit- 
icised at the time for its oppor- 
tunism, was- to recruit Jos£ 
Happart to the Socialist party. 
Mr Happart, then the embat- 
tled mayor of the Fourons, a 
French-speaking enclave in. a 
Dutch-speaking province, was 
seen as a martyr when he was 
sacked for not speaking Dutch. 

This move put the Socialists 
into an impregnable position at 
the last ejection, which meant 
Mr Spitaels was affectively 
master of the national govern- 
ment as well as the regional 
authorities in Wallonia, and 
later Brussels- 

An earnest, somewhat intro- 
verted man, Mr Spitaels has 
relaxed as his power has 
grown. Elected Chairman of the 
Confederation of European 
Socialist Parties in 1989, he has 
now led his own party for ten 
years, and may perhaps feeLit 
is time to move on. Philippe 
Moureaux has announced he 
win be leaving the government 
after next January’s election. It 
would be no surprise if Mr Spi- 
taels were then to take his 
place, perhaps combining it 
with the Ministry of Foreign 
Affairs. 


5 REASONS WHY 
BELGIUM SHOULD BE 
YOUR EUROPEAN 
TEST MARKET 


Who do vou want to influence ? 


Decision makers? 


2. Sport fans? 


.~,jm ■ 


MBnopflU divided Ink) a Germanic North and a Latin 
South. And aa ia Belgium. Which makes our unique 



South. And 09 is Belgium. Which mokes our unique 
compact country the ideal inexpensive lestoq-qround far 
your ca m paign. Before jou go iurope-wid&Roularta Media 
Group h«E a balanced North/South Belgian magazine 
programme already ta place, ft's youn to ure lor testing 
purposes, any tune jou wanL Just contact ; 
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Roularta 

Media 


Use Belgium’s moat Influential Flemlah/Fraach news magazines. Cry exit with Belgium's 

favourite Flemish/FVench 
sports reviews. 


Research Park Zellilr. De Hook. 1731 Zefllk (Bmsefa), 
Belgium 

Tel: 02/467 56 II fiur:046757 57 


Netherlands: Pubbatas Amsterdam. 020/17 87 95 • 
France: Pubbdta Pans, 1/45 00 6608* Germany: 
Pubtkttas Hamburg, 040'S 13 00 40 "Greece: 
Pubhdtas Greece 01/69296Q7* tLSJL: Publtcttas 
Inc, 1/212/2426600 ‘Japan: Tokyo Representative C°, 
03/23 04 1 1 78 • Scandtaoria : Connections. 

0923/24 64 04 • Great-Brttabi : PubtfcUas Ltd London. 
7 1/385 77 23 • Switzerland r Pubhcrtas Basel 
061/22 6S 75 ■ Publicans Lausanne 021/2071 51 - 
Publrcitna Zurich. 01/25 78 111 ■ Italy iPublldlas Spa. 
2/316051 -Slper,2^QQ3914»8BJSita:Publiinedlfl. 
1/71 57 68 40 ■ Luxemburg: Lombard Media, 2207 77 
• Korea: Kaya Ad Inc Sent], 6806/690 71 9B 13 
•Spain: PubliatassjL, 1^25 06 12 • Hungary: 
Publlcllas Budapest KFT. 153-48-05. 1 11-72-26. 


3. Business leaders? 4. Affluent oldsters? 5. Industrialists? 



IF IT SELLS IN BELGIUM, 
IT WILL SELL ANYWHERE 
IN EUROPE 


Iasi in Belgium's leading 
Fknnlsh/French business 
weeklies. 


led in Belgium’s 
Flemish/French monthly 
mags lor retired seniors. 


Appear in Belgium's 
Flemlah/French magazines 
for the manufacturing- 
technical Reid 
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Fly Sabena to Brussels 


between June and August: there's 


a ticket to be won on every flight. 


86* HEATHROW-BRUSSELS FLIGHTS TO BE WON EVERY WEEK WITH SABENA. 


• Suijert to change of schedule. Promotional action from June 3 tifl August 6 included. 
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SPDERED by the chaltengB of 
the single market, and qrafied 
by a tZOfflm public debt, Bel 

tfnm has ham romartoiWy an o. 
cessful in stabilising its 
macroeconomy In a .Tray that 
has promoted aon-tnflationary. 
growth. . 

Yettbereare now signs that 
the bndgetcotting strategy has 
reached a floor below which 
political consensus could be 
threatened. With recent high - 

levels *sf investment wiartrintr 

off and a slowing of growth, 
more cuts: could accentuate 
dangerously the downturn In 
the business cycle. ■ 

Yet the achtevement so far . 
has been impressive.' Belgium 
has more, than halved it# bud- 
get deficit in the past decade, 
from 13 per cent -of grow’ 
domestic product in 1981 to 5.6 


After great success in stabilising the economy, the way forward is unclear, David Gardner writes 

Budget cutting strategy could be threatened 



exdusive ofmterest payments, 
has been cut hy io percentage 
points of GDP. ; 

T&e government has tied the 

Belgian franc to tbe D-mark. 
The central bank now Inter- 
venes when' the franc fluctu- 
ates half a percentage, point 
either *dd*? of the German cur- 
rency - .a far tighter margin 
than the 2.25 per cent band 

Private Investment 
has been at an 
alt-time hHlh in the 
past three years. With 
return on capital . 
swinging from -2 per 
cent fn 1981 to 14 per 
cent now 


allowed the Belgian currency 
by the exchange rate mecha- 
nism of the EMS, 

The reward has been a nar- 
rowing of Interest rate differen- 
tials with Germany, from 5.1 
par emit in 1080, to 2 per cent 
when the “hard franc” was 
unveiled ha May last year, to 
0.4 per emit now. 

This is tor three-month rates, 
and is vital in containing the 
government’s interest bUL But 
worries about the public debt 
still exact a risk premium on 
long-term rates of about 1 per 

mint. 

The hard franc policy, and 
the decision to slash the with- 
holding tax on income from 
flmiTM-brt assets from 25 to 10 



The man at Bm halm: Ihumca minister PhUUpa Maystedt 

per cent, have nevertheless 1988-90, and providing Belgians 
turned a $6bn outflow of cant- with the biggest increase in the 
tal In 1989 Into a $2bn-3bn their disposable income since 
inflow last year. 1978. 

Private investment, partly in Wages in this year’s round 
consequence, has been at an have been settled at behind 
all-time high in the past three levels of Increase in Germany, 
years, with Belgian companies* whose economy pulls Belgium 
net asset position strongly poa- along by taking about a fifth of 
Wye, and their return on capi- its exports, 
tal swinging from minus 2 per Per capita, Belgium expeats 
cent in 1981 to 14 per cent now, nearly twice toe amnmt Ger- 
accordlng to Gdxterale de many does, and five times 

Monetary financing of the 
budget deficit has virtually 
ceased. Treasury bills are now 

set by weekly auction, slgxrffl- 

cantly lowering government f 

borrowing costa. The money 
markets have been deregu- 
lated, and Brussels is deter- 
mined to compete os a modem 
financial centre - the finance 
ministr y and central bank are 
starting road-shows to adver- 
tise it this month. 

There has been a alight 
pick-up in Inflat ion, but it 
remains low - 8*4 per cent teat 
year, and probably just over 3 
per cent this year. Growth is 
hi g h , averaging 4JL per cent in 


what Japan does. 

The current account, 
strongly negative in 1975-85, 
iwt owt) ftg surplus increase 
each year since then, reaching 
an estimated BFrlGGfan (34L8bn) 
last year, or 25 per cent of 
GDP. 

Yet the debt mountain radi- 
ates fragility into the economy, 
doubly so now that growth 
looks less robust, forecast 
recently by the IMF at 2 per 
cant fa- this year. 

The so-called “snowball 
effect" whereby government 
debt mounted solely to keep 
pace with ballooning interest 
bills, has been halted, with the 
debt-to-GDP ratio held at about 
I20per cent 

The blunt Instrument which 
stopped it remains in place: the 
“dual target” fiscal strategy 
which proscribes any “real", or 
net of interest, rise in spend- 
ing, as well as any rise in the 
nominal budget deficit. 

Monetary policy and debt 
management have been sepa- 
rated, and the aim is to reduce 
the deficit to about 3 per cent 
of GDP - stfll above the EC 
average - by the mld-90s. 

Public finances, however, are 
consequently afflicted by what 
the flrwnffp ministry Mila the 
"cuckoo effect” - the crowd- 
ing out of public Investment by 
interest and current spending. 

Belgium's Interest bill Is 
nearly 11 per cent of GDP. It 


spends 31 per cent of national 
output on social transfers such 
as health, education, pensions 
and social security, and Zl per 
cent paying (badly) its nearly 
lra civil servants. 

This leaves only L4 per cent 
for public investment - and It 
shows. 

Much of the infrastructure is 
creaking, and Belgium spends 
wen below the EC average an 
R&D for frwfaww- 

“Wc don't have money fin- 
essential investment, like the 
environment and public trans- 
port, because we're paying out 
so much in interest,” says Mr 
Wilfrled Martens, the prime 
minister . 

Like any Latin American or 
East European debtor in tbe 
80s, he bemoans the fact that 
“a one point rise (In interest 
rates) means BFr20bn (3570m) 
to us”. 

But where, after the cuts, 
can more money be found? 

Mr Martens reacts with puz- 
zlement to the suggestion that 
his centre-left coalition’s 
planned BFr3&2bn bail-out of 
Sabena, the otherwise Insol- 
vent flag airline, is, -under the 
circumstances, less Justified 
than , say, badly needed outlays 
on education or re-training of 
the long-term unemployed. 
"The state must remain in 
place,” he asserts. 

Officials explain that 
RnhAfin hwM*» from being nec- 



Snoy: “We need better management of public resources' 


essary to develop Brussels air- 
port as an airline hub, would 
cost more to close than to 
refloat, not least because of the 
social transfers which would 
be needed for its 12J00 work- 
force. 

Many economists In and out- 
side the government believe 
the need now is to move from 
macroeconomic to carefully 
targeted structural reforms. 

Mr Bernard Snoy, chef de 


cabinet to Phillips Maystadt, 
the finance minister, says 


the finance minister, says 
“what we need is better man- 
agement of public resources ... 
to spend more effectively the 
money we have”. 

He cites as an example the 
redirection of some unemploy- 
ment benefit into training. 

The jobless total has dropped 
from 12^ to 9 A per cent since 
1987, but, uniquely In the 
OECD, four fifths of these have 


not worked for at least a year, 
and two thirds for more than 
two years. 

The labour market is much 
tighter than the unemployed 
total suggests, partly because 
generous early retirement pro- 
visions take Belgians - 
women in particular - out of 
the workforce far earlier than 
In other industrial countries, 

In its most re cent report on 
Belgium, the OECD warned 
that the country's ability to 
grow Itself out of debt would 
depend on it providing incen- 
tives and retraining to keep 
people at work - especially 
since the ageing of the dod illa- 
tion is raising the pensions bill 
to unsustainable levels. 

The private sector argues for 
lower taxes and social trans- 
fers, and, more cautiously, for 
a form of privatisation. Mr 
Peter Praet, chief economist at 
G€n£rale da Basque, points out 
that the fuel for growth in the 
years of public retrenchment 
has come from a nearly io 
points of GDP transfer of 
income from wages to capital. 

To increase already high 
taxes would lower falling 
receipts further. Better, he 
says, to lower taxes, move 
closer to real costs in every- 
thing from prescription 
charges to university fees, and 
entice more private money into 
infrastructure investment - 
like the mixed capital company 
running Zaventem airport in 
Brussels or the Flemish 
regional authority's Joint ven- 
ture with Severn Trent of the 
UK to treat sewage. 

“There is no choice," Mr 
Praet argues, "but to take a 
more business-friendly atti- 
tude.” 
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Do you want to know more about setting up in Belgium, the 
Belgian capital markets or the reforms of Belgian financial 

markets ? 

Generate Bank can help you. 


FACTS 


„ 33,100 sq fan 

P^NfawT.. - — I -0 R9 million (1980 estimate) 

Head of State Baudbuln 

Currency Belgian franc (BFr) 

Avff exchange rate . — 1989 31 = BFr39.40 199031 — BFr33.42 

ECONOMY isae-. ww 

Total GDP ; 166.8 187.8 

Reel OOP growth (%). * 4.1 .3.7 

GDP per capita (S) 15,794 19,816 

Components .olGHP (%)- — - - „ . 

Private consurapUotV-'—- — -83£ 83.0 

Total Investment ; T .19.6 19.6 

Government consumption..... _ 15.2 14.8 

Net exports goodsiservlcas. — . .. 1.9 2.6 

Consumer prices' (%,ch,pa)_..~. . 3.1 . 3.4 

M wage rates:{% change pa).. . f-7 4.0 

Unit lab costa (% change pa).... . 0:5.. 2.7 

UiwmpIdyinMrt (% tab forasju.. - -1M 9 8 

RvMrves mkttteg^ . 10.8 12J2 

Pabtic external debt (Sbn).^..... -. 28.7 .... 33^ 

Narrow money growth (% pa)-. 5.6 

Bread money growth (% pa),-.. I0.4 , .4-3 

Dtecount rate (% pa, year end). IQ* 10.5 

Govt bond ytafcf (%' paravg)...^ . . 8.6 - 10.0 

FMBel.lndex'(% ch tejraer)^ +9.1 . -25.7 

Current aoeomit beT — ...: 32 

Exports* (tbn)- - - 100.0 . 118.1 

Trade Balance* (3bn)l— ..... 1-5 “I- 7 

llaitin trading ' parfrisrs* C9D, - . 

% by . — - - Exports Imports 

HVwt Gennsny .. • .21.3 23-8 
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Exports 

21.3 
.19^4 

; ; 15^ 

8.5 

5.5 

3.4 

71.4 


Imports 

23.8 

15.8 
17^ 

8J2 
' 48 

46 
72.0 


"Setting up in Belgium", a boxed set of 7 brochures 
contains all the information you need on the simplest, 
most effective way of starting up in business in 
Belgium (price : BEF 2,500,-). 


- v .=• Belgium and Luxembourg Economic Union 
; 'Source: l&F, Datastream, Economist Intelligence Unit 


i WIMRClALTmEZk 

REiATEDSURVEYS 

• - . ’ . March 15 

I May 15 
r ?y. : r :May u 30 
•'••v: ' c : 7 •- ‘ ' •’ ' i ■ ’ June 5. 
iid.'"'" 1 V..;V, * Jtm© 10 

June 17 
September 


October 

December 


FOR AWSUBiNG iNPM^TKDN OTWACT BH1 HUGFES 

071-873-4797 

FOB B3TTORJAL WPOBMATKJN CONTACT DAVID OOOWELL 

071-873*4090 
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Generate Bank 


jifontagne du Parc 3 - B - 1000 Brussels 

Tdeohotie : Forex : 32 2 516 56 00 - Money Markets : 32 2 516 56 80 - Capital Markets ; 32 2 516 36 33 

Corporate & Investment Banking : 32 2 516 25 22 

London Branch: Bavaria House 13/14 AppoM Street London EC2A 2DP - Telephone: (071) 247 53 53 

Ta order these brochures, please pay the appropriate amount to Generale Bank's account 210-8456018-95 
specifying titles and number of copies required ( postage and packing included). An invoice is available on request. 

Fax: 32 2 516 37 63 





The big four public companies get a new look, writes David Buchan 


Entering the real world 


BELGIANS use their telephones 
sparingly, making about one fifth fewer 
calls per line thar\ their neighbours. 

Given the delays in getting hooked 
up to the system - still an average 
wait of 80 days in Brussels and half that 
in the rest of the country - you would 
imagine the wires would positively 
burn as new subscribers vent their 
pent-up desire to telecommunicate with 
the outside world. Perhaps It is the rep- 
utation of the country's RTT telecom- 
munications monopoly for poor service 
that deters Belgians from dialling. 

Change is under way. A law passed in 
March puts the four big public corpora- 
tions - telecommunications, post, rail- 
ways and air traffic control - on an 
arm's length basis with their owner, the 

state. New boards or indeuendent man- 

ogsre TfUl w viqrew* w™» u « «»**■*■ 
prises at a profit. 

It Is far from privatisation: indeed 

these enterprises public Inaction is 

explicitly reaffirmed in such a way that 

public services carried out at the gov- 
ernment's behest, like railway links to 
rural areas or cheap postal rates for 
newspapers, must be identified and 

accounted for separately. 

The biggest impact will be on the 

RTT. soon to be renamed Belgacom. 
Although it will stay owner of the net- 
work of lines, and sole supplier of basic 

services, the provision of value added 

services like data transmission is now 
open to competition. Some competition 


comes from within: with Alcatel Bell, 
the RTT has set up a joint venture 
called Belgian Rapid Access to Informa- 
tion Network Services (BRAINS). 

To check that the RTT is not ripping 
the public off - its gross profits rose 18 
per cent even between 1989 and 1990 - 


the Insfztnt Beige des Postes and Tele- 
rammnni rations is being created to fill 
the same role as Oftel in the UK. 

For Ur Louis Eggermont, the RTT 
m anaging director, the biggest advan- 
tage of more management autonomy 
would be a freer hand in hiring and 



The tracks outside the Brussels South station: Change will be slow, but 
steps have bee n taken to put the rail service in a position to make a profit 


PEOPLE are beginning to ask 

difficult questions about Bel- 
gium's famous holding compa- 
nies. Or as one British fund 
manager put it: T can see what 
they were there for in 1822 
(when Sod6t£ G6n6rale de Bel- 
gique was founded) but God 
knows what they're there for 
now." 

"Les holdings" represent 
nearly a quarter of the market 
capitalisation of the Brussels 
stock exchange. Holding com- 
pany is a lazy way of classify- 
ing a motley bunch of busi- 
nesses. They range from giants 
like La Generate and Groupe 
Bruxelles Lambert (GBL), 
which have fingers in most of 
Belgium's significant indus- 
trial pies, to smaller vehicles 
such as Sofina. active in 
energy, finance and distribu- 
tion: or Belcofl and Cobepa, 
investment groups with a 
widely spread portfolio of hold- 
ings. 

Questioning the rationale of 
a holding company is not par- 
ticularly difficult. Etienne Dav- 
ignon. La Gene rale's chairman, 
did it rhetorically in the 
group's 1989 annual report: 
"What does GGndrale, and 
what do its companies, with so 
little apparent similarity, have 
In common?" Two unifying fac- 
tors, he said: a single manage- 
ment structure and the aim of 
achieving “a continuous pro- 
gression in the growth of our 
results". 

But in April, La G4 iterate 


The tradition may be winding down 


Only just holding on 


announced that a weak dollar 
and a steep fail in metals 
prices had cut net group prof- 
its by nearly 40 per cent for 
1990. 

The first quarter this year 
was even worse and since the 
be ginning of last year, shares 
in both La G&terale and GBL 
have underperformed the Bel- 
gian market. All holding com- 
panies are having to face up to 
tougher economic conditions. 

"Holdings are a Belgian tra- 
dition." says one Brussels bro- 
ker, "but more and more Insti- 
tutional investors are getting 
negative because they see that 
these companies are not really 
outperforming the market and 
at the same time are defending 
the interest of the majority and 
not the minority sharehold- 
ers.” 

Holding companies have 
always had the ability to shuf- 
fle assets within their complex 
structure, but some sharehold- 
ers and analysts are beginning 
to tire of the constant financial 
manoeuvring. 

Holdings like Soctete G6n€r- 
ale were originally set up with 
the stated aim of "promoting 
national industry (in the sense 


of Industriousness)”, but critics 
now believe that wheeling and 
dealing benefits only the 
majority shareholders of the 
ultima te holding companies. 

The impact of canny asset 
management Is also difficult to 
trace, they say, because of the 
complex structure of the larg- 


Investors are getting 
negative because 
holding companies 
are not outperforming 
the market 


est holdings. That makes the 
shares less papular with inves- 
tors new to the Belgian conn- 
rate scene. 

Furthermore, the entrenched 
position of the largest holdings 
can dog up what is already an 
illiquid market. 

Tractebel - a quoted hold- 
ing company with strong engi- 
neering and energy interests - 
is itself 40 per cent controlled 
by La Gfeerale. GBL also holds 
a blocking minority stake, 
partly as a means of sharing in 
Tractebel’s minority invest- 


Specialists on the Belgian Stockmarket 


Sebastian Scotney 
and 

Jeffrey Taylor 
Telephone: 071-493 7499 


ment in Pefcrofina, the Belgian 

oil company. 

"GBL has leverage over the 
assets, but the inconvenience 
of being the junior partner in 
the arrangement,” says one 
analyst 

None the less, the Byzantine 
cross-holdings persist 

Filip Lowette, group commu- 
nications manager at Socidtd 
Generate, says It la only natu- 
ral that the holding companies 
are being judged on perfor- 
mance, but be adds: "These are 
not new issues. It seems as 
though they come up every 10 
or IS years." 

Before 1988, when Mr Carlo 
de Benedetti launched his 
unsuccessful hostile bid for La 
Generate, the company was fre- 
quently criticised for putting 
management interests ahead erf 
shareholders’ Interests and lor 
holding too wide a variety of 
small stakes. 

Since 1988, the policy has 
been to invest heavily in a few 
chosen companies, with the 
aim of becoming the control- 
ling or at least the largest 
shareholder. As a result, says 
Mr Lowette, the criticisms 
have changed to fit the new 
strategy: majority shareholders 
a n d allegedly immobile share- 
stakes are now in the firing 
line. 

But, according to analysts, 
investors are becoming more 
demanding. The highly central- 
ised structure and burdensome 
overheads of a large holding 
company look anachronistic to 
the fund managers of the 90s. 

"(To be attractive) holding 
companies have now got to 
have assets that you can’t buy 
through another route, they 
have got to be at a discount (to 
asset value), and they have got 
to have good management and 


a simple structure,” explains 
Mr Sebastian Scotney of Lon- 
don broker, Dillon Read. 

lVQnds have also been con- 
centrated in the Belgian eco- 
nomic and corporate sector by 
the tightening grip or Compag- 
nie de Suez, the French finan- 
cial conglomerate, on SoctetS 
Generate. In February, Suez 
Increased its stake to 61 per 
cent. In the words of one senior 
finance ministry official, 
"whole areas of Belgian eco- 
nomic decision-making are 
now no longer being taken in 
Brussels". 

The Benedetti bid and its 
aftermath prompted the Bel- 
gian government to formalise 
and tighten takeover rules, 
improving shareholder infor- 
mation and reducing the 
opportunity for cosy agree- 
ments between investors in 
holding companies. Meanwhile, 
parallel reforms of the corpo- 
rate tax regime In Belgium 
have closed loopholes, reduc- 
ing the fiscal advantages 
which the holdings' financial 
engineers have usually been 
quick to exploit. 

Answering a questionnaire 
about the rationale for holding 
companies In a Belgian finan- 
cial magazine ear lier tws year, 
Cobepa described its strategy 
as "in the tradition of the 19th 
century merchant-in vestment 
hank er — s tanding alongside 
famili es and manag ement as 
an active professional share- 
holder”. 

Analysts agree that If the 
balance is maintained, such an 
approach is admirable. But if 
they have one fundamental 
criticism of Belgian bolding 
companies, albeit disputed by 
the companies themselves, it is 
that in recent years the hold- 
ings have preferred the less 
philanthropic attributes of the 
19th century banker - aloof 
from and Impervious to the 
outside world - to the slightly 
more rigorous discipline of the 
active professional share- 
holder. 


Andrew Hill 


Dillon, Read Securities Limited 

Devonshire House, Mayfair Place, London WIX 5FH 


Dillon. Head Securities Limited is a member of The Securities and Futures Authority. 
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Loopholes closing iip* 


firing. This is even harder in the rail- 
ways and postal service which employ 
about 45,000 each. Change here wffl be 
slower, despite the fact that the SNCB 
can no longer claim monopoly rights on 
freight, and that the postal service is 
having to cope with growing competi- 
tion from business couriers which have 
established themselves at Brussels’ Zav- 
gntem airport 

■ This last facility is the major asset of 
the Regie des Votes Aeriennes, which 
also runs air traffic control. So far it is 
proving easier to attract Investment to 
expand Zaveuiem than it Is to sustain 
the Sahqqg airline. 

Six other public Instit u tions — the 
banks owned by the central state or the 
communes - are also being pushed 
into the real world this year. There was 

tittle eW ae; iinJor V.G IhLLUoii. 

designed to mate the level playing 

fiff H of the banks could no longer 

benefit from the snaruitcc of the Bel- 
gian state. Even with such a guarantee, 
the public credit institutions had been 

losing market stare to private fan ire 
The six have been formed into two 

group* — one around thn boldlre com. 

pany of Caisse Generate D'Bpargne et 

Retraite (CGER), and the other around 

the holding company of Credit Commu- 
nal- Each bolding will stay lOO par cent 
In public hands, but Is free to form 

subsidiaries with private shareholders 

taking up to 49 per cent in capital or 24 
per cent in votes. 


TAX is a slow business in most 
countries, and especially so in 
Belgium. Banka advise private 
clients who want to settle their 
tax bill before the end of the 
year - by means of versements 
antiripts - to underpay rather 
than overpay, because it can 
take three yeans to recover sur- 
plus tax. ' 

That is partly why it may be 
a while before Mr Philippe 
Maystadt, the finance minister, 
will know whether his 
attempts to ping loopholes in 
the country’s corporate tax leg- 
islation have been successful. 

Versements antiapH for Bel- 
gian companies’ 1990 tar veer 

K iTWtadt wW 

Wb aim or. impwYiHB 
Belgium's craninxa&n&y tqo&- 

est tax yield from the corporate 

sector and bolstering overall 
tax revenue. The first official 

close Me 23 ® M year to 

not until the beginning of next 
week and by the last dose - 
December 31. 19BS — Mr M«y»- 

tadt himself may no longer he 
in nffieft- 

Tbe certainty of an election 
before January 19. 1992 la 

not the only factor limiting the 

finance ministry’s room for 

manoeuvre this year, but it Is a 
significant' one. In election 
year Mr Maystadt 's advisers 
believe it would be politically 
imprudent to tamper with the 
personal tax regime, but be Is 
on safer ground with corporate 

tax. "Companies don’t vote,” 

points out one offfcfal. 

In the last two years the 
wrumew minister htu started to 
chip away at some of the tax 
breaks undermining the yield 


from Belgium's ostensibly 
quite high corporate rate. 


quite high corporate rate, 
which only recently dropped 
from ^ to 39 per cent 

These moves should help the 
government obey its own rule, 
that the enormous budget defi- 
cit and real public spending 
(excluding debt interest) 

ah mild remain Constant — the 

second factor boxing In the 
finance ministry's tax policy. 

Pressure from the deficit and 
the electorate is no more than 
fiscal policy-makers in any 
democracy would expect But 
Mr Maystadt is also being 
made to sweat by the officials 
in offices at the opposite raid of 
Rue de la Loi, In the European 
Commission’s headquarters. 

Many of the improvements 
in tax revenue squeezed out of 
the tteigjan system in the last 
year may have to be sacrificed 
to the demands of the afagfn 
market 

For one thing, as borders 
open, Belgium, finds* itself 
under competitive pwanure to 
reduce its corporate tax rate 
still further, perhaps to 35 per 
cent, although that is unlikely 
to happen until after a general 
election. The hidden incentives 
- which reduced the effective 
tax rate to less than 22 per cent 
on average in 1989 - still exist 
to a degree. But neighbouring 
countries’ basic corporate tax , 
rates are lower and, as me offi- 
cial put it, "When company 
bosses want to set up here they 
see (mly the headline figure of 
39 per cent." 

At the same time, there 
seems little chance of (he gov- 
ernment improving its revenue 
through indirect taxation, 
although it will have to take 
steps, some of them politically 
unpopular, to harmonise its 


As we grow, so does our concern 
for the environment 
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complex seven-tier system of 
value added tax (VAT) with 
the rest of the EC. 

The suggestion is that the 
upper levels of 33 and 25 per 
cent- m various luxury goods, 
will be reduced, and the stan- 
dard rate of 17 per cent 
increased to 19 per cent Bel- 
gium may try to ding on to, 
higher VAT far cars, possibly 
in tire form of another tax, but 
it wiu also maintain zero-rat- 
ing for some products, and is 
likely to go along with, an EC 
list of products which wOl be 
subject to reduced VAT of per- 
haps 5 per cent The effect? 
Both fiscally and (the govam- 


BolgSuu la Mil BoalCL Uuct 
citizens' penchant for cross- 

border shopping win continue 

to swell the VAT coffltn of the 

treasury in neighbouring* Lax- 
embm, With Its tradfflonalljr 

low Indirect tax regime. 
Indeed, on the grounds that 
VAT harmonisation naa not 

happening test enough, Bel- 
gium originally blocked EC 

agreement on a politically 
undemanding Dutch proposal 


insignificant pressure on the 
Beffi au treasury, it is toe real 
or perceived ability of citizens 
and companies to evade taxes. 
An OECD repost published in 
December was scathing about 
the country’s tax system 
which, it claimed, had “proba- 
bly contributed to the emer- 
gence a blade economy in 
Belgium of unequalled size In 
Europe outside the Mediterra- 
nean area". 

The report continued: “Over 
the .past five years it is dear 
that government tax revalues 
have not kept pace with 
income growth. This is proba- 
bly in no small part the prod- 
uct of a tax system plagued by 
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to Increase limits on EC travd- 

lers’ tax-paid aflowances. . 

Bui the veto was withdrawn 
at the Biarch meeting at EC 
finance ministers, and narrow- 
ing of VAT rates across the EC, 
combined with a higher stan- 
dard rate at home, may actu- 
ally increase Indirect tar reve- 
nues for the Belgian 
government. 

IT there is a final and not 


amtA hy imin wnfl? rate 8. 
by a myriad of available tax 
mwaiMtww urtftiHy e xpl oi ted 

by Bscal experts and by an 
inadequate tax administra- 
tion." 

Finance 1 ministry officials 
bts and<tntnUlabl7 protective 

of the system, and point out 

that even if tax fraud is 

endemic in Betezmu - which 
Ss easy to assume, but difficult 
to prove - it is present in 

every country of the world, ft 

is simplistic, Mr Maystadfa 
advisers claim, to argue that 
tax-cuts would alleviate . the 

problem: “Citizens will go on 
defrauding toe system even if 

there is a reduction in rates — 
it's Utopian to say that one 
could come up with a tax 
which would be completely 

enforceable.” 
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David Gardner on why the Question des sieges’ matters 
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FOR Belgium's political class, there is 
nothing arcane or petty about the question 
des sieges Ttxv - the competition over 
which memba: states provide the seats for 
what EC institutions. - 

Mr Wflfried Martens, the Belgian prime 
minister, is the only political survivor 
among the EC leaders, who in 1961 pro- 
-visionally located the Commission and the 
council - the executive and thededding 
legislature of the EC - In Brussels, and. 
the parHameht, the advisory and amend- 
ing legialnture/in Strasbourg. 

Two developments have combined to 
upset the status, quo. France has vetoed 
any decision on where to locate the new 
European Environment Agency (SEA) - 
for which the council of ministers voted 
more than a year ago - until Strasbourg 
is confirmed as the parliament’s perma- 
nent borne. Second, the EC political union 
negotiations now going on will. In the 
vie v of Mr Martens, eventually lead to a 
much strengthened parliament. 

They fear an also strengthened Commis- 
sion - a proto-European government - 
will have to locate alongside the legisla- 
ture to which it will become accountable. 
This may be hard to imagine now, Mr 
Martens concedes, but in ten years’ time, 
“the real legislature win be the parlia- 
ment, and Fm convinced that if the pariia- ., 
ment stays in Strasbourg, the Commission 
and council Win inevitably follow.” 

The prime minister has thus chosen, to 
move from his Ghent constituency to 
stand in Brussels at the elections -due on 
January 19. expressly to ensure that the 
Belgian capital 1s confirmed as the EC’s 
pntitifgi centre. ; ’ 

As a Flemish Christian Democrat, Mr ' 


Martens feces a tough battle in a capital 
which tilts sli ghtly towards the Franco- 
phone Socialists, but events appear to be 
conspiring in Brussels' favour. 

The Commission is so exercised by the 
hold-up over the EEA that it is conducting 
a high-profile campaign to get it decoupled 
from the Strasbourg dispute. Provisional 
status for all main EC sieges may thus 
continue. 

Brussels 1 states, meanwhile, is set to 
become more definitive. This is because 
the Commission is to move out of its Ber- 
laymont headquarters. The unlovely and 
unloved “BerJaymonster” - a sort of star- 
fish on stilts is where the 3^00-strong 

The move from the 

‘Berlaymofiater’ ultimately 
entrenches Brussels’ status 


core of the Eurocracy has been since 196a, 
but it Is riddled with asbestos and a fire 
hazard. The Belgian government and the 
Commission have already fixed temporary 
alternative lodgings, ana equally smartly, 
are poised to agree on a prestige Berlay- 
mont H to go up on the same site. 

The new headquarters will house 6,000 
to 8,000 Officials. In mMitton, three smaiw 
buildings, will be added to the 42 the Com- 
mission already occupies in Brussels. The 
expansion will accommodate the projected 
growth of Commission staff from I4J100 to 
23,000 by the year 2000, even before any 
expansion of the EC is taken into account 

The cost of this development is so great 
as to make any Qighifram Brussels politi- 
cally unlikely, and, as a consequence, the 


Belgian government Is happy to bear the 
brunt of It 

This is not easy for a state with a $200bn 
public debt, the highest pea- capita in the 
EC. In Brussels, tins lack of cash is evi- 
dent in the general dowdiness of the city, 
where some public buildings stay unfin- 
ished, and infrastructure like public trans- 
port is surviving Oust) on heavy invest- 
ment made in the receding past 

Berlaymont Q win cost BFrl5bn-20bn, 

home largely by the state, which owns 70 
per cent of Berlaymont SA, the Commis- 
sion landlord which will also have to fund 
the destruction of the existing building. 
Tim three other new buildings should cost 
around BFzSbn, but the Commissi cm win 
pay this back through long-lease contracts. 

The government is already liable for the 
forseeably large overspend on the new 
home for the Council befog buffi: In front 
of the Commission, and spending BFrl2bn 
on a tunnel giving access to both com- 
plexes. It is also building a new European 
school for Burocratlc children. 

Fart of the government's reasoning In 
refloating thp aitipg flag airline, at 

a cost of BFr35.2bn, is to ensure that Brus- 
sels-Zaventem airport becomes a vibrant 
transport hub. 

Belgian officials believe that on "a cool 
cost-benefit analysis', all this is worth it 
They maintain the EC presence is worth 
10 per cent of gross domestic product to 
Belgium - equivalent, as it happens, to its 
debt interest MIL The EC is a “business 
magnet” says Mr Loic de Canniere, a 
senior Public Works ministry adviser. 
“The presence of the EC is one of Bel- 
gium's main assets,” he says: “we have 
ports, and we have the Community.” 


Brussels has geared up for competition, writes Andrew Hill 

The investment roadshow 


THREE years ago an 
international roadshow to pro- 
mote Belgium’s attractions to 
i nvestor s would have seemed a 
futile exercise. 

Withholding *■«« on inter- 
est income were higher than in 
neighbouring countries; the 
Interest rate differential 
between Belgium and Ger- 
many was enticing investors 
to Frankfurt rather than Brus- 
sels; the domestic money mar- 
ket was open only toBeigian 
fmiwirfnl institutions and Lux- 
embourg banks; Sind the 
opaque liMifap of the stock 
exchange and debt market 
were largely nnantomated and 
Influenced by cosy arrange- 
ments of brokers and banks. 

The biggest attraction to 
ontsiders - and. Indeed, to 
large Belgian companies - 
seemed to be the successful 
“co-ordination centres”' initia- 
tive, offering fiscal incentives 
to multi-national businesses 
setting up headquarters in the 
country. But given that the 
Belgian government was hav- 
ing difficulty persuading Its 
own citizens to bank in Bri- 
gham, rather than “offshore” 
in Luxembourg, drawing in 
fln^irlen i 

looked a huge task. 

last week, however, the Bel- 
gian government and flnanrial 
institutions began a roadshow 
which will take them round 
the globe to financial centres 
like Tokyo, New York, Zurich, 


London, Paris and even Taipei. 
The fact that the grand tour is 
taking place at all Indicates 
the progress of the refrains ini- 
tiated three years ago by Mr 
Philippe Maystedt, Belgium’s 
ftmrnca minister, but it is also 
a statement of intent Brussels 
wants to be part of the same 
elite group. 

“We always asked ourselves 
what were the interests of the 
financial community as a 


The fact tliat the 
grand tour is 
taking place is a 
statement of Intent 


whole, and what we should do 
to make Brussels the financ ia l 
. centre of the future,” Bays. Mr 
Bernard Snoy, Mr Mayttadtis 
chief adviser, who has been 
heavily involved in the reform 
programme. 

Analysts and economists 
Seem to he in broad agreement 
on what have been the most 
important changes: 

• The February 1990 reduc- 
tion in withholding tax on 
interest from bonds and most 
bank deposits - from 25 per 
cent to 10 per cent 

Mr Snoy points out that 25 
per cent was not a particularly 
heavy rate for Belgian inves- 
tors, but adds: “We're sur- 
rounded by places where there 


is no withholding tax and 
thousands of are put 

ting their money in Luxem- 
bourg nnwkwta and not declar- 
ing if. {The tax] was driving 
Belgian resources and finan- 
cial know-how beyond our 
frontiers.” 

Whether financial expertise 
Is flowing back into Belgium 
is difficult to say, but private 
capital certainly is. The 12 
months to last September 
showed a surplus for private 
sector capital transactions in 
Belgium and Luxembourg of 
BFrSOSJSm, against a deficit of 
BFr 129.1m in the equivalent 
period, and National Bank fig- 
ures show a shift by individual 
and institutional Investors to 
Belgian franc-denominated 
assets. 

The return of domestic pri- 
vate, capital has also been 
assisted, by the government’s 
promotion of Sun (soditis 
d’awestissement a capital vari- 
able), which anow investors to 
roll up dividend income, free 
of tax. Anew range of Briglan 
equity funds along these lines 
- many managed by banks - 
is already offsetting the lure of 
Luxembourg's Stares. 

• The decision by Luxem- 
bourg and Belgium to abolish 
the two-tier foreign exchange 
market for the Briglan franc, 
and, later, to tie the franc 
closely to the D-Mark. 

The interest rate differential 
between Belgium and Ger- 


many has already reduced 
sharply and, as one broker 
pypinhm, “by ww»kfag a com- 
mitment to stick with the 
D-Mark, the government has 
solved the problem of having 
to pay an uncertain currency 
premium for servicing Its 
debt”. 

• The abandonment of the 
consortium system, through 
which banks agreed to sub- 
scribe for the depresslngly fre- 
quent issues of government 
brads. 

Belgian banks and govern- 
ment were growing compla- 
cent with the old system. 
Before the reforms Belgian 
Treasury certificates some- 
times yielded more than 
short-team bank deposits - an 
ahsnrd situation given that 
governments are traditionally 
a better risk for lenders. 

The reforms - which 
Included the installation of a 
new system of “primary deal- 
ers” - have already stimu- 
lated the secondary market in 
government debt instruments 
and attracted international 
investors. And although the 
new syste m has caused some 
pain for the Briglan banks, 
there is also some relief that 
they no longer have to dog up 
their books with government 
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Peter Praet, 
chief economist at Gdndrale de 
Banqne, says that the loss of 
MMnwriim has been offset to 
some extent by the improved 
volume of business: “We may 
lose in margins but we have 
gained In volume: we pay 
more but we’ve Increased mar- 
ket share.” 

• The liberalisation of the 
stock exchange. 

Belgium's “little bang” pro- 
gramme of stock market 
reforms took place at the 
beginning of the year. From 


The modernisation 
does not necessarily 
give the Brussels 
bourse the edge over 
Its counterparts 


January 1, stockbrokers lost 
their monopoly on exchange 
business: they had to incorpo- 
rate as limited liability compa- 
nies, which could he owned by 
banks or insnraoce companies, 
and conform with new rules 
on capital adequacy and mar- 
ket structure. Lower commis- 
sion scales were introduced 
from February 5 and a real- 
time index of large Belgian 
stocks - the Bel20 - was 
launched In March. The bourse 
hopes the Bri20 will enhance 
foe relatively recent computer- 
ised trading system and 
strengthen the planned futures 

and options market, which, 
despite delays, should open 
later this year. 

But though radical for Bel- 
gium, brokers and po l i ti cians 
admit tee mnri fftfrurtfnn of the 

stock market has simply 
brought the Brussels bourse 
into fine with its counterparts 
in other European countries. 
That should mean a less pain- 
ful adjustment at the end of 
next year, what Belgium wffl 

hare to conform with proposed 
EC legislation on ittveriment 
services, but it does not nec- 
essarily give Brussels the edge 

ova other financial centres. 

The refonns have certainly 
shown the finance minister’s 
willingness to tackle the debt 
problem head-on, and laid a 
good foundation for the future- 
Now Mr Maystadt faces the 
more difficult task of persuad- 
ing international Investors 
that what he says is good for 
the Belgian govern ment, peo- 
ple and fiwnnriai community, 
is also good for them. 


SAY Dan Jam and for every hundred 
Belgians who think of Moliere or Mozart, 
not one French or German theatregoer 
will come up with Michel de Ghelderode's 
1928 Don Juan. Faust! Marlowe to as, 
Goethe to everyone else, Ghelderode again 
(1926) to the Belgians. 

The scale Is small, national playwrights 
are obscure, theatres of international 
standing few, and funds derisory. The 
Brussels National Theatre gets BFr 138m a 
year, about a fifth of the subsidy of just 
one Berlin house. Yet Briglan drama does 
some things better than the multi-bud- 
geted Germans and French; and as a focus 
for two separate traditions which share 
unique characteristics. Its theatre Is more 
nationally revealing than international 
hothouses like the Monnaie Opera. 

Theatre in Belgium, as In Berlin, is one 
of the few places where two sides of the 
divided community come face to face. 
There is a good rapport between Flemish 
and francophone actors and companies, 
and the cultural overlap means that 
despite Walloon and Flemish tra- 

ditions, it is possible to speak of a Belgian 

drama 

One common feature is a sensitively 
awrfmfiatiM) International repertoire. Bel- 
gian theatre is happier with Brecht than 
the French, closer to Racine than the Ger- 
mans, for example. Productions stay light 
because there Is no reverence fra national 
shibboleths: Goethe and Tennessee Wil- 
liams and feminist dance. Oedipus in the 
Ghent patois, not an eyebrow raised. 

Shakespeare becomes oddly Belgian: 
Hugo Claus has Just adapted Bkkard m 
into conversational Dutch; the Flemish 
Needcompany transforms scenes from a 
Antony and Cleopatra into Need to Know. 

At the same time, Belgium has its own 
traditions. Ghelderode, for example, was 
Flemish, wrote in French, then got trans- 
lated baric to Flemish. Look for the roots 
in Moliere or Corneille and you are baf- 
fled; go to Brueghel and Bosch and you 
find the heir to Ghelderode’s medieval 
puppetry and tragicomic poetry. His Bar- 
abbas is performed in Flemish towns at 
Easter, modem theatre slipping easily into 
the tradition of pageantry and clowning 

pa rody. 

Belgium’s best known modem writer, 
Henri Mtehn*. ricked ud on *bia natu- 
rally dramatic quality in surreal gro- 
tesques, such as Monsieur Plume, seen at 
Louvain-la-Neuve earlier this season. 
Michaox lived In France but acknowledged 
the Belgian component in his work by the 
naif descriDtion “Beleian. of Paris”. 

“Staec teScT says Philippe van Kessel, in 
his first year as a director of the French 
speaking National Theatre In Brussels, Is 
a word to be defended.” 

Mr Kessel likes to mix “contemporary 
and classical, the political, the light 
hearted, dance, music, texts”. This Is 
Diderot's arid The Veuve de d’Allembert 
which was leavened into farce with oper- 
atic Interludes imdarltning philosophical 
coups. Mariaau became a semi-circus with 
performing horse. Fra the Jewish folk clas- 
sic Dibouk, a fog hung over the audito- 
rium, making the state resemble a frizzy 
20s black and white photo. 

Van Kassel's vision fra the spirit of a 
show ratter than sraarate components of 
actors, scenery, ana musical accompani- 



The RSC: One link In Van KeeMl'e plans for international national theatre. 

(Ttc by AlaaWr IMr atamo RSC |riay«n tfantot Water and Sroc« Alueudar In Ducfwn of MaH) 

Jackie Wullschlager goes to the theatre 

A divided community 
comes face to face 


ment have Inspired some of the most origi- 
nal French speaking productions in 
Europe this year. Comedie Francaise, eat 
your rigid Parisian heart out. Monnaie 
Opera, keep an eye open: Van Kessel’s 
Christmas venture Is a Puccini comedy. 

In year one, van Kessel has even won 
round the famously stuffy (“Mark Morris 
Go Home”) Francophone critics. 

London audiences had a chance last 

Comedie Frartfalse, eat your 
rigid Parisian heart out 

month to see Anna Theresa de Keers- 
maeker's Rosas company in the Goethe 
Tennessee WfiUams dance Stella. Rosas, 
now to work with the Monnaie, has long 
been involved with Brussels’ big Flemish 
theatre, Kaaitheater and returned for the 
international festival 

This is one of Europe’s most European 
theatre festivals, with Kaaitheater produc- 
tions which have opened elsewhere - 
Needcompany’s Hemingway stories in 
Spanish and Dutch; Jan Farbre’s live 
music show Stneet Temptations in English 
and German, both seen at the Vienna Fes- 
twochen - crating home to Brussels. 


Few theatres in Europe could keep 
healthy box offices with so international a 
series yet, maintain Kaaitheater director 
Hugo de Greef, “Flemish culture has its 
own definition, we are a community with 
our own feelings and specific traditions 
which you still see in contemporary work 
like a Rosas performance.” 

“I am an international artist but first I 
am a Flemish artist,” says Jan Lauwm, 
director of the Hemingway -based Invictos 
which opens in Brussels later this week. 

Van Kessel’s plans for international 
national theatre include co-productions to 
help foot bills, links with Berlin's Schau- 
buhne (Von Kleist’s Anphitryon next sea- 
son, and a possible visit fom Britain’s RSC 
(Troiius and Cressida). 

Another Elizabethan play in Rn glish is 
hoped for: in the capital of Europe Van 
Kessel has the captive market for foreign 
language production. 

He still worries about the lure of Paris 
for Belgian actors, but French culture is 
only a part of his ambitious theatre. 

Thus the strength and variety as well as 
the limitations of Reigian drama: fewer 
than half his 13 productions for 1991-2 are 
originally French; just two are by Bel- 
gians. 


Why do so many rnqor companies 
invest in Belgium? 



To share in Europe's future. 


1992 will see the creation of the European single 
market - the biggest single market in the world. 

Direct access to this wealth of opportunity is one good 
reason why so many international companies have 
already set up in Belgium. As host country of the 
European Community and major international trade and 
governmental organizations, it is indeed the ideal 
decision centre tor Pan European business. 

There are other reasons, of course: Belgium's strategic 
location, its political stability, an outstanding transport 
dni communications network, whereas its highly 
skilled and motivated workforce has earned Belgium a 
proud productivity record. 


If your company sets up in Belgium, your people will 

- quickly discover good reasons of their own- Like the 
quality of life in Belgium, unrivalled standards of 
accomodation and cuisine, a rich cultural heritage. 

If you want to share in the future of Europe, come to 
Belgium. There's no better place to start 

For your free information pack and facts diskette Just 
contact the Belgian Embassy or Consulate. Or write to: 

The Belgian Ministry of Economic Affairs 

- Foreign Investors Service - Square de MeeOs 23 - 
1040 Brussels - Belgium - Phone: 32^.506,54.14 
Fax: 32.2.514.03.89 - Tx: 61932 ecoext 






Greek bus stops 


smog in its tracks 


By Kerin Hope 


S ome of the grimiest 
buildings in Athens over- 
look Acadimias Street, 
the main route taken by the 
city's elderly buses on their 
way to the suburbs. 

They grind slowly uphill, 
emitting a cloud of soot-laden 
fumes at each red traffic light 
as if to reinforce the environ- 
ment ministry’s view that 
buses are a major contributor 
to the Greek capital's chronic 
atmospheric pollution. 

But an occasional bus rum- 
bles past without exuding even 
a trace of black smoke. It has 
been fitted with a Greek-de- 
signed diesel particulate trap 
which removes about 95 per 
cent of soot emissions and 
releases rfwn exhaust gas into 
the atmosphere. 

The system was developed 
by Constantine Pattas and a 
t eam of researchers from the 
Applied Thermodynamics Lab- 
oratory at the Aristotle Univer- 
sity of Salonica. Its advantage 

is that the i-Af ft ynlr fitter s in 

the trap, which retain soot par- 
ticles, can be automatically 
cleaned while the bus is on the 
road. 

With other particulae traps, 
the filters must be removed for 
cleaning or connected to an 
outside power source to pro- 
vide the high temperatures 
needed to burn off accumu- 
lated carbons and hydrocar- 
bons. 

The Salonica team’s method 
of automatically regenerating 
the filters involves throttling 
the exhaust gases from the 
engine in order to raise tem- 
peratures to the point where 
the soot build-up is trans- 
formed into carbon dioxide. An 
electronically controlled 
bypass valve protects the fil- 
ters from overheating. 

“The process was developed 
step by step over a number of 
years, starting from the idea of 
using the oxygen-rich exhaust 
gases to burn off the accumula- 
tion of matter in the fitters. In 
our first pilot projects, regener- 
ation was manually controlled 
by the bus driver and we didn't 
have the bypass system to pre- 
vent the filters from melting,” 
says Nikolaos Patsatzis, a 
member of the team who has 
been working as a consultant 
on the project for the Athens 
Urban Transport Corporation. 

European Co mm unity finan- 
cing helped speed up develop- 


ment of the trap enabling it to 
be tried out on a few buses In 
Athens. The system success- 
fully meets future EC stan- 
dards for diesel emissions on 
heavy-duty vehicles, due to be 
applied over the next six year. 

Compared with current per- 
mitted levels, reductions of up 
to GO per cent in emissions of 
soot, carbon monoxide and 
oxide of nitrogen will be 
required. 

In the past two years an 
improved version incorporat- 
ing the automatic bypass valve 
has been operating on about 
100 of tiie moo buses In the 
Athens fleet, most of which are 
more than 14 years old. The 
trap co n tains four monolithic 
ceramic filters in a light stain- 


less steel casing. A pair of pop- 
pet valves controlling the flow 


pet valves controlling the flow 
of exhaust gases through the 
filters can be partially closed 
to increase both pressure ami 
temperature. 

But if the temperature rises 


above 600 deg C, both poppet 
valves shut down and the 


valves shut down and the 
bypass valve automatically 
opens so that the filters are 
isolated and can cool down. Tf 
the bus is sitting in a traffic 
jam on a hot summer day, the 
temperature can rise rather 
sharply during regeneration," 
Patsatzis says. 

Another factor In improving 
the system’s efficiency was the 
addition of a cerium compound 
to the fuel. Cerium, a rare 
earth mhwral , is non-toxic 
helps curb temperatures dur- 
ing the regeneration process. 
However, only small amounts 
of cerium can be used since it 
Is not burned off but remains 
in the filters as a powder. 

The trap is now being manu- 
factured by Elbo, a Greek com- 
pany in Salonica, at a cost of 
around Drlm (£3,100) each. 
Several versions are available 
for retrofitting to different 
types of bus engine in use 
around Europe. 

Considerable foreign interest 
is being shown in the system, 
partly because it is cheaper to 
produce and has a longer test 
record than other devices 
being tried out In Germany 
and Austria. A South Korean 
company is interested in man- 
ufacturing it under licence, 
while the municipal bus com- 
pany of Lyons in France may 
become the first European cus- 
tomer. 
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The Joint Administrative Receivers 

ty * 

offer for sale, on a going concern 
5 ? basis, the business and assets of 
Ralph Blatchlord and Co. Limited l 
based near Bath. Key features include: 
m Turnover - £1.3 million for 12 
months to September 1990 
m Skilled workforce of 23 employees 
u Long leasehold premises covering 
6 acre site 

m Extensive range of heavy plant and 
equipment plus stock in trade 

For further details please contact Cedric 
M. Clapp. Ernst & Young. One Bridewell Street, 
Bristol 857 2AA. 


Telephone: 0272 29080B. Fax: 0272 360762. 


sil Ernst & Young 


Aatbortaed by Ttw btaurau of COarterrd Xccoumtanta la ea&aml 
and Wale* to carry on tavRWOJcur fiottmn. 



jii 


A well established light manufacturing business. 
Enormous volume of work in hand 
and considerable potential 
To include all stock/tooling. 

Offers in the region of £500,000. 


Principals only apply: 


Write Box H8820 Financial Times, 
One Southwark Bridge, London SE1 9H 


POTATO PREPACKER 


Established home grown and imported potato prepacker, with 
good profit record, based in East Midlands, is available for 
outright sale as going concern. 


Valuable freehold site comprising modern p repacking facilities 
and offices. Sales, predominantly to major High Street multiples, 
are expected to be around £7.5-miIlion in 1991. 

Principals only, write to Box H8833, Financial Times, 

One Southwark Bridge, London SEI 9HL 


TECHNOLOGY 


I BM’s fflflnwfaffhn^ng flgwlT* 
in Montpellier, southern 
France, nestles in gardens 
of Dowering shrubs and vines. 
But belying the apparent lan- 
guor of the ancient town, the 
maiwfmms computer maker 
has had to move swiftly to 
keep up with the times. 

IBM now sees its lucrative 
market for mainframe 
machines nndw threat - from 
other manufacturers, particu- 
larly those in Japan, and from 
other technologies, such as net- 
worked personal computers. In 
order to sustain profits, the 
company has turned to many 
of the manufacturing tech- 
niques usually associated with 
its far eastern rivals. These 
methods, IBM hopes, will 
improve quality, cut costs and 
make the company more 
responsive to customer needs. 

At Montpellier, where the 
ES/9000 top-end mainframes 
are assembled - 90 per cent 
for export - IBM has intro- 
duced its own version of elec- 
tronic ordering, just-in-time 
assembly and computer-inte- 
grated manufacturing (dm) 
systems. But to do that, IBM 
has had: to alter completely Its 
way of working, says Georges 
Foujols, who has been respon- 
sible for implementing Mont- 
pellier’s manufacturing strat- 
egy since mid- 1988 . 

“Our real target is to be com- 
petitive against the outside 
world," says Foujols. “We don’t 
want to implement Clm Just 
because everybody else does 
it” The factory boasts a 100 
per cent implementation of 
Cim - there are no stand- 
alone PCs, all are connected by 
computer ne t w o r k s. And it has 
introduced what it calls "con- 
tinuous flow wmTmOu4iirlwg M - 
“We started by looking at 
everything that had a physical 
Dow," says Foujals. It came 
down to two elements; the flow 
of the computer on the line 
and the parts flow, from where 
they are stored to where they 

are in nmnnfiiriiiring " 

Fonjola found that all the 
factory’s processes were driven 
by the planning system, which 
calculated the supplies needed 
to produce the required num- 
ber of mainframes. This in 
turn triggered everything rise. 
“Bt was driving the execution 
of what we did, when we 
ordered stock and when we 
produced what.” This meant, 
says Foujols, that ope rato rs on 
the shop floor bad to compen- 
sate for its inaccuracies. They 
called the stares when Ihey ran 
oat of parts which often 
resulted In too many parts, or 
too few, or over stocking. 

While maintaining sys- 
tem for planning, Foujols 
decided to use the expertise of 


Della Bradshaw describes why 
IBM’s French factory is turning 
to new production methods 


An eastern 


breeze in 


the Med 


Worldwide large-scale system 
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the operators on the floor to 
trigger the movement of prod- 
ucts and parts. 

This policy enables the oper- 
ators to order parts electroni- 
cally, directly from the sup- 
plier, using a “two bin" system 
- the operator always had two 
bins (for small parts) or two 
pallets (for larger ones). Each 
pallet or bin. labelled with a 
bar-code denoting the type of 
widget and its supplier, holds 
enough parts to keep the open 
ator busy mi til the vendor can 
deliver new supplies. When 
one Mn is empty the operator 
reads the bar-code electroni- 


cally and this information is 
sent automatically via the 
main IBM computer to the sup- 
plier - as an order. 

Two years ago the factory 
had no bar-codes in place: 
today 30 per cent of orders are 
placed directly with up to 80 
suppliers in this way. Eventu- 
ally Foujols believes that about 
80 per cant of orders will be 
placed electronically. 

The suppliers, he says, have 
been positive about electronic 
data interchange (EDI). “Gen- 
erally speaking vendors are 
happy because they have bet- 
ter planning data." But feeding 


BUSINESSES FOR SALE 


BUSINESS FOR SALE 
ELECTRONIC EQUIPMENT 
MANUFACTURER 


Manufacturer of commerical and industrial electronic equipment, 
based on m icroprocessor technology. The business has proven 
products in a number of fields, inducting telecommunications. High 
gross i n a p n i and a blue chip customer base. 

Turnover £2 rnffion. 


Principals only please write to Bax H8853, 
Financial Times, One Souihwark Bridge, London, SEt 9HL 


P/C PERIPHERAL 
DISTRIBUTION 



FOR SALE 




Small, kme^stefalstwd manufacturer 

of scientific Inatrunwnta based in 
London area, with annual turnover 
£240,000 for sale or wexid consfcter 
monpor witfi oo n ^fimantary b mln a ti . 
In addition, freehold property 
available. This la a unique “nldrf 
business. 


For farter daufc contact: Wadbfca M, 
M100 , 16 Badfard SOM. 
London WCZE 8HF. 


FOR SALE 

WHOLESALE FISH AND 
SHELLFISH BUSINESS 
LOCATED SOUTH DEVON 


1500 in ft Ind, unit 

Freehold 

Lobster tanka. Freezers, 
vehicles, etc 
T/0 13 znflHon £250,000. 

Write Bax H88tf. Financial Thnea, 
One Southwark Bridge 
London SET 9HL 


CONDOM BUSINESS 
FOR SALE 


supplying 


Foiling, packing and marketing 
bra nded a nd private taW madam* 
go^BS370< ana Kitan a rt rtanda r d tj. 

Price; 25QK pint nock and madim- 
oy. 

Write Baa H8849. Financial Times. 
Odd Sooibirart Bridge, 
London SEI 9HL 


ONE OF THE FINEST 
GARDEN CENTRES IN 
SOUTHERN ENGLAND 

BwinwKri turnover 1992 - £3 mii- 
tion. IS acres freehold. For sale or 
as going concern. Sobnantial 
offers invited. 

QUINTON EDWAXJH 
B mtou m k c flBSfrteUll) 
NnrimyfKS-naM) 


Wdl obbBted pUsttc pipe and 
Itttfnp dbtrlbetor & fabricator 
wishes id retire, seeks purchaser. 
Owner prepared to remain for a 
period of hand-over. 
Excdhan potential. 

Write Box HUS7 Hnaadal Tfanee, One 
Soathmk Bridge, London SEI 9HL 


For Sale 

COPY CATS LTD 


Copy perfumes and refutable 
atomizers, includes Reg'd. 
Trade marks, good will and 
stock. 

Fax No: 061 2572718 


CASH RICH TAX LOSS 
CO FOR SALE 


HOMEWORKER OPERATION, 1004- 
*a tf can be ictabod or ■nhBiMWd bjr 
your own. Soli Marta Renarcb. Direct 
Marketing fnlfflmcnt Me. Very low com. 
per hnr. Meal for open minds. 

Writ* Box H1MI, Fbnndsl Times, One 
Sontinnufc Bndflc, LONDON. SEI 9HL 



TELECOMMUNICATIONS 
COMPANY 
For sale or merger 
Lang established. Blue chip 
customer base. Substantial 
maintenance revenue. Own 
products and development 
Write Box HS858, Financial Timm, One 
Southwark Bridge, tandem SEI 9HL 


MANUFACTURING 
COMPANY FOR SALE 

Profitable Private Limited Com- 
pany, manufactured of UPVC 
windows and doors. Turnover 
£7S0K. Located South East. . 


Write m Box KSS30, FSnancinl Timca, 
One Soatbwsrit Bridps, 
London SEI 9HL. 






MEDLAND PDUNCB COMPANY 
OFFERS SECCMND HAND CAR 
FRVANCK FOR SALK 


Docomezits secured by 
Bills of Sale. 


r Un c iph n oriy Write Bon H8C9 
— * ■* TSmcn, OncScsXbwmkBridg 
T«iim SEI 9BL 


FOR K LE FT TRUCK 
DISTRIBUTOR 
FOR SALE 


South East based company, well 
rmMtriwri in indnMry with strong 
iwimw l stractnuL TnnMwnr £5 
mfltion. EmWs bc d worfcxh op a for 
iLfmbiriu aenL Strong otnoe oer f i er - 
vice tnu. Good rapuimJon in 
industry. TVnding profitably. 

Write Box H8859, Haancial Times, 
One Southwark Bridge, LONDON. 

3EI9HL 


FOR SALE - WHOLESALE 
CHEMIST 

Generics/Ga lenicals/ packed 
goods/containers, serving the 
South East, owner retiring. 
Enquiries to:- 

De Looper A Go. 

Chartered Aeooaaums, 12. Croydon 
Road. Csuriom, Surrey. CRJ 6QB 


Funcr HannwANca workbhow uty 


nmi t ppsd, pan at madtaun stitad oonpary 
wtatiig to sofl. Bttuatod Port u no u ti oot- 


Udrts, very nonr Mg^Rpprox 3J0 0 aqR, 
tansalmM prnmtaaa. PIsms arts to Emu 
HIW1, Financial Tt rn sa. OH Sointawnik 
Bride*. London SEI BHL. 
uoaiuifr italuii pq cowamv - Regta- 
Itrad t972 - No asaato or dabto. Ltoanaad 
tar Hot* ta, Construction a to. Opao to 
oriara: Tstaphon* 0873 04MM. 



Business 

Newsletters 

Su bstantial acquisition 
opportunity. Establisbed 
Engtish-langnage newrietten 
with worldwide, senior 
managemcni subscription base - 
offered for sale. 

T/O £600,000. 

Write to Box H8826. Financial TSmei, 
Ooc Southwark Bridge, 

London SEI 9KL. 



• EEgh pnorilc name in uashs maricca 
■ Extensive dtfbase of camtidaMi 

Abk»cfaipc&eas 
•Year to April VI, tmaowr home 
of £200,0® 


For ftuthsr tafa uft i ti o n who to 
Boa K885. Rnanriil Air. 
Soxohwnk Bridge, Loodon SEI 9HL 



quality work force. 
LeasehoW- £19,000 sq ft 
high quality 
accommodation on low 
rent Leasehold - £85,000 
Herbert Button & Partners 
Nottingham (0602) 611622. 


Management and Information Technology 
Consultancy for Local Government 


IT.. 


• Understands the culture 

• Understands the pofilfcs 

• U n d er stands the financial wua tiWi 

• In based upon 1 7 yaara cf experience 

For more dstaBs cal 

0992 552275 

or write to 

Focus IT Lid, 150 Hgti St. Swwwaks, Kara TNI 3 1XE 


BERKELEY SQUARE 
IV l 


Immediately Available: 
Prestigious office/ meeting room, 
overlooking Berkeley Square. 
Suitable for three executives 
£L250 per 4 weeks. 


> ProfeBstonal.Receptkmlsis/ 
Secretaries 

> Superb Boardroom 

> Dedicated Telephone lines 
1 Banqueting facilities 


Please contact: 


M 


hfigttingde Secretariat 
^7 3 Berkeley Square 

" Umdon W1X 5HC 


TO: 071 09 6116 
Rue 071 491 4811 


MARKET ENTRY INTO CON- 
STRl/CTKW, ENGINEERING 
AND PROPERTY SECTORS 
THE CHARLES BRIDGE PART- 
NERSHIP HAS BEEN FORMED 
TO ASSIST LEADING COMPA- 
NIES TO eNTER AND 
ESTABLISH THEMSELVES IN 
THESE SECTORS. 

WE OFFER 



Please contact the Bosraem 
Devetopmcnt Manager 
The Charles Bridge ftxmenhtp 



MMflUSS AND ASSETS Of sclvmt anti 
iffwlrom eo mpanta tor Ml*. Sualmn* 
ana Mm r«t on asa iifi* nion - mi. 


a»wr luauvn a some a iors or 

UaH hmumUstaty BvaUSMti. 
SoppllWB to toadnfl UK oonpantaa. Am 
cataMflon. MaiM-aoan, Froopoat CM- 
ohoalor, Suaasx.Tal OHS 788711 
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the components directly from 
supplier to production line has 
created knock-on. problems, 
such as how to ensure that the 
components have no defects. 
And the operators have had to 
be trained to make toe light, 
decisions.' 

Training the operators wag 
part of a trend within IBM fac- 
tories to reduce the number of 
indirect workers. The produc- 
tion employee (Prodemp) pro- 
gramme in Montpellier was 
intended to give each produc- 
tion worker the skills to 
broaden his or her job respon- 
sibility, and to speed promo- 
tion. 

As wdl as wielding a screw- 
driver or soldering iron to do 
one job an the hue, the opera- 
tors were trained to repair 
their own equipment and take 
responsibility for the quality of 
of work. “Up until now ah 
operator’s knowledge has been 
largely ignored. We’ve changed 
that so we can use that know- 
ledge,” says Robert I<eManc, 
who is in charge of training. 

The result for toe MantpeL 
Ker plant has been a 4-5 per 
cent decrease in Indirect work- 
ers, says Leblanc, but he points 
out that the real savings have 
been achieved elsewhere. , 
Because the operators under- 
stand the workings of their 
tools better, they break down 
less frequently, for example. 
And staff opinion surveys have 
shown that employees who had 
taken part in Prodemp had 
M g hgr morale. 

The parts vendors who par- 
ticipate in the electronic order- 
ing process have also had to 
learn about quality control the 
IBM way. “Suppliers are fully 
aty nmitahte fm- the QUaHty of 
their parts,” says Jacques 
Robooam, in charge of quality 
control- The president of the 
company sits at a table here to 
learn our quality procedures." 

Robouam’s aim is to reduce 
the number of defects, taking 
the number of faults which 
occured in 1969 as toe baseline, 
by a factor of M by the end of 
L99L “By 1994 our goal is to 
have no defects,” he says. 

The jury is still out oh 
whether IBM’s Montpellier fac- 
tory will compete on price and 
quality with its competitors in 
toe US and Japan into the next 
century. But within IBM, the 
factory is having its own qual- 
ity battle. Every month the 
three manufacturers of ES/9000 
machines - Montpellier, 
Poughkeepsie in the US and 
Tasu In Japan - exchange 
Indicators on cost, turnaround 
time and quality. Today, boasts 
the MontpeBler TnHTwgnniBnt 
the quality of machhmB deliv- 
ered to their customers is bet- 
ter t ha n thnt of aMipr peer. 
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By David Sawers 
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T .he ghnniMeg that char, 
acterises the UK govern- 
mentis finanjdng of pure 
research - awards for new 
research projects at universi- 
ties have been cut because gov- 
ernment funding has been 
reduced in real terms - is a 
dear sign that radical changes 
need -to be proposed. 

One sohztion to toe problem 
would be to supplement gov- 
ernment grants with tax cred- 
its, thereby encouraging indus- 
try to fund more pure research 

at universities. 
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GUEST COLUMN 


The response to this, pro- 
osal from the Treasury will be 


posal from the Treasury will be 
that taxation should have neu- 
tral effects and tax credits are 
therefore bad; from industry, 
that it pays taxes so that the 
government can finance, such 
services as academic research. 

The proposal does not merit . 
either criticism. Tax credits 
. would replace some at the gov- 
ernment grants and would be 
.'no -more a distortion of the 
economy grants are now. 

; The proposed system would 
allow companies to treat as a 
business expense perhaps 170 
per cent of their donations to 
fioaiice pure research. The 
donations could finance uni- 
versity posts, general research 
funds or specific pure research 
from which the companies 
could (pi** no flwfliwriflT benefit.. 

This tax credit would leave 
companies paying half the cost 
of toe donation with, corpora- 
tion tax at A3 per cent and 
allowing for the interval 
between expenditure and bene- 
fit H would not come under, 
the EC’s regulations about 
state aids because the company 
would not benefit financially, 

To make toe system neutral 
in its effect on public expendi- 
ture, grants to the research 
councils would be reduced 
each year by the amount that 
had been allowed in tax credits 
in file previous year the net 
addition to the funds for pure 
research would be the 50 per 
cent of the gross contributions 
from industry that came out of 
its own resources. 

The benefit of tins proposal 
would not only be the funds 
that it might attract to 
research, bnt the additional 
sources of funds it could bring. 

Pure research is an occupa- 
tion for which neither the 
desirable volume nor form of 
activity can be objectively 


determined. Decisions on 
whether to finance pore 
research projects are based on 
scientists’ judgments about toe 
potential interest of the antici- 
pated results and about toe 
ability of the researcher. .. 

Pure research shades gradu- 
ally into applied research, leav- 
ing a wide intermediate band 
in which industry may finance 
research for the possibility of 
long-term benefits. Some such 
research may be contracted to 
universities; the present pro- 
posal would not affect such 
contract research. 

jf industry became a signifi- 
cant additional source of funds, 
the efficiency of pure research 
should be enhanced, by reduc- 
ing the risk that novel ideas 
would be rejected. If industry 
gave, more towards academic 
research it would also benefit 
through better recruits. 

Industrialists tend to protest 
that they are not influenced by 
tax concessions and do not 
want to finance academic 
research. But “such statements 
are likely to prove unreliable 
guides to their actual conduct 
when the idea of a British “Per 
Gent Club" to encourage chari- 
table donations was floated, a 
survey of institutional .share- 
holders suggested that it would, 
fail in the UE but it proved a 
success, end the target contri- 
bution was raised from % a per 
cent of profits to 1 per cent 
w ithi n four yearn.’ 

. This ex perience shows that 
industrial attitudes to charita- 
ble edving are changing in the 
UK; now seems a good th™ to 
experiment, with tax incentives 
for pure research. The Trea- 
sury should treat experiment 
as a virtue rather than a vice; 
and Conser vative politicians 
should recall their desire to 
reduce the rede of the state. 
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The head, hand and heart of Freud 



.As it . becomes increas- 
yuinglj evident' that 
AJ Emiki Freud iBone of 
JL A the great artists of the 
age, so any' substantial or com* 
prehensive show takes on an 
extra importance. The exhibi- 
tion of his etchings now at 
Thomas Gibson Fine Art (44 
Old Bond Street* Loudon -WL 
until: July 12; in. association 
with James Ktrtanan) is sur- 
prisingly the Erst to bring 
together the complete oeuvre 
in the medium -which, tbongh 
not as yet extensive; is already 
rich and ■ particular In its 
achievement. The handsome' 
catalogue is. for the moment at 
least, definitive. 

There are in all but 38 ■ 
images to cover almost the 
entire career, the earliest dat- ' 
ing from lS46. the latest from 
1991. But that thin spread is 
deceptive, for between the 

fourth of them, of a glri in bed. 
ID in Paris" of 1948, and the 
f if th . “Bella," again' a nrmp ia 
image of a girife haad, there 
stretches an Interval of some 
34 years. Since 1962, Freud has 
continued regularly active in 
the medium, as a natural com- 
plement to his enduring inter- 
est as a painter In working 
from the head, whether of 
friends, family or the model, 
and from the nude figure, male 

and famafc 

With so tiny an early output 
and so long a gap, we might . 
well expect the body of later 
work -to represent a truly fresh 
start. There are differences of 
course, both psychological and 
technical, the surface lighter In 
the early work. the. line thin 
and nervous, the mood febrile 
and edgy, flirting between the 
surreal and the neo-romantic. 
The later work la no less 
intense in mood, but the scru- 
tiny is more direct and 
unblinking, the touch firmer, 
more unamfconscious. It is not 


that there is any lessening in 
the humanity of these later 
Images - and they r emain in 
essence extremely beautiful far 
all their bluntness but 
rather that their seductiveness 
is not so obvious, nor their 
chann in part the creature of 
anecdote or a Quirky 
surrealism. 

Those early images were 
soon- disproportionately 
famous, perhaps by virtue of 
their very rarity, becoming 
true icons of British neo-ro- 

wimitlriian. The girl half hides 

herself behind her fig leaf, or 
buries her head in the pillow, 


in each case to look out on the 
world through one bleak eye. 
And what are the possibilities, 
conjunctions, scenarios we are 
invited to supply? Surrealism 
was ever, ou fond a literary 
genre. Ana then, after 34 years, 
comes the next image, Bella’s 
bead lying; in its first state, on 
the as yet unstated pillow, eyes 
downcast though big as ever, 
gaze averted. And the line is 
stnmg and swift, the statement 
matter-of-fact, take it or leave 
it, Such is the difference. 

But, plus ctx change .... 

how much there is that 1$ so 
much the same, mxmistakeably 


A 1987 etching’, “Head of a Man” 


the product of the same sensi- 
bility, the same hand. For 
those early proofs mark the 
period of Freud's transition 
from precocious mannered tal- 
ent to something so much the 
more straight-forward serious 
and mature, with the small 
intensely-worked portrait 
heads of Bacon and Minton 
soon to follow In the 1950s. 
And if we look again at that 
head units pillow in Fads, the 
sick-bed circumstance falls 
away, and we see in youth the 
Freud we know today, steadily, 
unremittingly regarding the 
humanity of bis fellows, men 
and women, and by extension 
the fact of existence and the 
common lot 

* * ■* 

Last Tuesday I mentioned in 
the course of my review of the 
Richard Long retrospective at 
the Hayward gallery the con- 
current exhibition at the Ser- 
pentine Gallery of recent work 
by Hamish Fulton (Kensington 
Gardens TO, until July 24; 
sponsored by Celestion Indus- 
tries). I make no apology for 
returning to it now, for since 
Fulton and Long were students 
together, sometime colleagues 
and remain close friends, it has 
become rather too easy to run 
them together in their work, 
dismissing the one in the 
greater celebrity of the other. 

The truth is that, close as 
they are in the conceptual 
basis of their work, and in the 
central premise that a walk 
through the landscape can 

fhmlf be qpunirmtoH pwrf ttinw 

constitute a true work of ait, 
what each produces from this 
ground is very differ- 
ent And of the two, Fulton is 
the more radical awd uncom- 
promising in his reading of 
that premise, and his accep- 
tance of the implications it car- 
ries for the work. 

Whether or not an actual 


journey across the surface of 
the earth, tracing as it does a 
line that can at best exist only 
for a moment, does really 
amount to a work of art is to 
be argued. But the feet is that 
Fulton, like Long, is both per- 
suaded and prepared to com- 
mit all his creative and practi- 
cal energies to that conviction. 
That be would rather go out 
into the wilderness than 
trudge through the city is 
merely to offer a preference 
most of us, given the same 
impulsion, would share. 

Such as it is, we thus have a 
work of art that resides in Ful- 
ton's physical experience and 

memory but exists, for aD the 
rest of us who have not shared 
in it, only in the imagination. 
And rather than bring back its 
physical token, or map it rat, 
or otherwise describe it, Fulton 
grasps the nettle by offering 
simply an ambiguous trigger to 
that imagination. 

A single photograph most 
stand for the whole journey, 
with no personal intervention 
visible, one boulder, the 49th, 
for the hundred he touched on 
his way. In a set of drawings, a 
single pendl line follows the 
profile of the mountain sky- 
line. Huge texts, or hald state- 
ments rather, dominate the 
high entrance gallery: Seven/ 
Winds/ Seven/ Twigs/ Seven/ 
Paths/ alternate in red and 
black, sans awif and roman. A 
lithograph relating to a jour- 
ney around Brittany gives only 
in opposition the proper names 
of common objects in English 
and Breton: Graz, Stream/ 
Tron, Valley/ Crow, Bran . . . 
and so on. Again all is mat- 
ter-of-fact straight-forward, yet 
mysterious, no thing spelt out 
unduly, and no sentiment or 
false poetics. And it Is for us to 
ponder whether it is art or not 

William Packer 


Sophonisba 

THE WHfTE BEAR, KENMINQTON 


The career of John Maraton 
(1575-1634) is a cautionary tale 
for this year’s graduating 
students intent on scorning 
delights and living laborious 
days for a spot of Came. 
Remember that Marston's 
father wanted him to become a 
l awyer. Had he done so, would 
we have heard of him? 
Probably not, but here is 
Maraton the playwright in full 
swing at The White Bear with 
the U06 tragedy, Sophonisba. It 
is worth every gram of effort 
and skfll which the Headfirst 
Theatre Company has put into 

this exciting, cerebral revival 

Maraton wrote a clutch of 
plays around th« aid of the 
16th century, was lampooned 
and then befriended by Jonson, 
and gave up the stage to take 
orders and a quiet Hampshire 
living. 

He is best known for The 
Malcontent and The Dutch 
Courtezan, which have played 
an the London -fringe in the 
last 18 months. Other untasted 
delights include a comedy 
called What You WUL, and an 
intriguing tragedy. The 

Insatiate Q wff rtpmt. 

Sophomsba is straight from 
Uvy; then reload, as it were, 
the Applan way, in his account 
of the Punic Ware. Sophonisba 
is a Carthaginian married to 
the Nubian prince Mastnissa; 
but the need for aR fes causes 
the Carthaginians to marry her 
off to Syphax, another 
neighbouring king. Masinissa - 
teams up with Stdpio, the 
Roman general who has just 
trounced WamrihaT, and defeats 
Syphax. Sdpio wants to take 
Souhonisba to hrimp but her 
suicide - with M astnissa’s 
complicity — prevents him. 

On to this poised structure, 
Maraton drops a cargo of 


realpolitih and passion; his 
Sophonisba Is never the 
. hapless pawn but a quick- 
witted desperanza who does all 
she can to avoid lying back 
. and thinking of Carthage 
(“after my word my wen bold 
action resteth”) and yet 
nonetheless manages to 
remain mindful of her 
country's good: "What’s safe to 
Carthage shall be sweet to 
me." There follows the usual 
Jacobean fare of sex, violence 
and drugs. 

The play Is probably known 
only fit a few university 
departments where feminist 
theorists scour literature for 
signs of male pattern 
misogyny. Maraton certainly 
articulates a nasty fear of 
women's sexuality: Syphax 
tries to seduce Sophonisba 
with a love-charm from a 
charnel-house. And 
Sophonisba 's suicide speech is 
savagely twisted and livid with 
the irony of her fate in a 
male-dominated world. So 
Sophonisba should be seen 
alongside the KSC’s current 
Trams and the National’s The 
White DeviL 

This production could have 
delivered more variety, but the 
principals, Jayne Boniface, 
Vincent Boluda and Boz 
Temple-Morris, do a fine job 
with elliptical verse which sets 
out each fine to turn itself into 
an epigram. It is curiously 
modern: Sdulp. warns against 
Sophonisba, “Do not gram that 
which is too hot to hold." 
Marston’s pleasures are 
rigorously intellectual rather 
than theatrical, but you will 
not need an intimate 
knowledge of Boethius and 
Bacon to get the point. 

Andrew St George 


Holt & Birtwistle 

AJUMBURQH FESTIVAL 


Composers -la-res id eu ce at 
Aldeburgh tend to be senior 
figures - Goehr and Carter 
last year, Birtwistle this - but 
there is also now a space set 
aside specifically for a 
younger figure. On Friday 
afternoon in the Jubilee Han 
Simon Holt was given the 
opportunity to m«iw his Com- 
poser’s Choice: a short pro- 
gramme for Music Pro- 
Jects/London iutedeaved three 
of Us own works with music 
by Feldman and CastigUunL It 
was a pleasant, if low-key 
affair of fine grained perfor- 
mances, conducted and pre- 
pared scrupulously by Richard 
Beams. 

Neither the quirky incanse- 
qumtialtty of Castiglftaiii’s Das 
Ohr hot Nadits sonatan KMtnge 
nor the tone-painting numbers 
of Feldman’s Voice and Instru- 
ments bean directly an Holt’s 
own development; rather tbeir 


choice revealed how undogzna- 
tic his musical thinking is, 
and his continuin g regard for 
sheer craftsmanship. He chose 
to revive two of ewriinr pieces 
- the 1981 Maistra for solo 
flute, stunningly played here 
by Nancy Suffer, in which the 
influence of his teacher 
Anthony Gilbert is still evi- 
dent, and Shadow Realm from 
two years late, in which overt 
hifincnces have already been 
expunged. The concert ended 
with his most recent piece, the 
remarkably fluent Lilith tor 
chamber pnmnnhl^ nine-rain- 
utes jam-packed with Incident 
and pungent, vivid Ideas. Bolt 
is still only 33, and every piece 
seems to map out new terri- 
tory and extend his range with 
more and more assurance. 

Aldeburgh has done Bir- 
twistle proud during his resi- 
dency. Simon Rattle and the 
CBSO on Friday prefaced their 


Zawinul Syndicate 


JAZZ CAFE 


One problem with jazz fusion 
is that it can be reduced to 
sterile and directionless tiffing 
in the wrong bands: mediocre 
motorway music for people 
more interested in technology 
than composition. Lucky for 
us, and the genre, that 
Weather Report founder mem- 
ber Joe Zawinul is around and 
carrying on his good work. 

The Austrian bom, Beddee- 
trained keyboard maestro 
incorporates all the key ele- 
ments for energy releasing 
fttskm in Us Syndicate. There 
is thundering bass, two drum 
kits (one band driven), electric 
guitar and synthesisers. And 


then there is Zawinul's writ- 
ing, enriched as it is by his 
central European influences 
and a long app wiHwwhip with 
Cannonball Addedey. 

Flaying two long sets an two 
nights at the Jazz Cafe; pre- 
sumably consisting of material 
from his latest recording, 
Black Water (he didn’t say), 
Zawinul seemed out to test the 
venue’s licensing rules on 
dancing In the eight n um bM? 
of the first set, he drew on all 
those components for head 
twitching fusion: synth intros, 
crushing bass drum, dazzling 
six string taws and squealing 
guitar breaks. 


tumultuous account of Mah- 
ler's Seventh Symphony with 
The Triumph of Time, once 
upon a time Birtwistle’s most 
familiar work, though now 
eclipsed by bis later master- 
pieces. 

It was a thrilling, precise 
performance, kept on a 
remorseless even tread by Rat- 
tle, its network at wind solos 
finely etched. It may not have 
been as physically aggressive 
as Ideally It should have been; 
the high roof of the Snape 
Mattings soaks up sound, so 
that the final climax was not 
totally overwhelming. But it 
was splendid to appreciate 
again the faultless architec- 
ture, the extraordinary tex- 
tures; whatever Birtwistle has 
achieved since. The Triumph of 
Time remains a landmark in 
Us development 

Andrew Clements 


Here Zawinul comes over as 
a Jimmy Smith fra the 90s. Hie 
lays down tremendously 
catchy grooves and allows his 
personnel to embroider them 
with solos. Gerald Veasley, 
also a member of tha Odean 
Pope Trio, on electric bass is a 
real treat With percussive slap 
rhythm or walking lines, he 
pounds along. Randy Bernson 
plays "licks.” Mike Baker, the 
drummer, sings a ballad. But it 
is Zawinul at the controls, and 
his vocabulary which makes 
the music speak as well as 
move. 


Garry Booth I 



Ainu- Mu* 

Julia Migenes and Antonio Ordonez, alone in a multitude 

To sea 


EARL’S COURT 

Welcome to the Tosca theme 
park. Thanks to Harvey Gold- 
smith and Mark McCormack, a 
cast of hundreds, assorted live- 
stock and a production budget 
rumoured to exceed £2m, opera 
has returned to Earl's Court 
with Puccini following Verdi 
and Bizet into the arena. And 
if such things have to be done 
at all, then they ought to be 
done with the pictorial flair 
and technical craft on display 
throughout this week. 

Vivid imagery is not at the 
heart of Tosca to the extent 
that made Aida and Carmen so 
suitable for the stadium treat- 
ment, but there is enough local 
colour to be evoked to make a 
staging on the requisite scale a 
rewarding proposition. Fran- 
cesca Zamoello's production, 
and especially Neil Pete Jam- 
polis’s sets (costumes by Jill 
Parker), daunt the eye with 
their scale and detain Three 
linked platforms range almost 
the full length of the arena, 
rising towards the battlements, 
with the orchestra buried away 
within the central rectangle. 

The interior of Sant 1 Andrea 


della Valle is laid out in mag- 
nificent splendour in the first 
act, with Cavaradossi's scaf- 
folding some 50 yards from the 
high altar; the surrounds are 
peopled by the poor of Paris, 
and the Cardinal’s procession 
is a magnificently elaborate 
affair, though Scarp ia rides off 
(on a subdued white charger) 
rather than join in the service. 
For Act 2 the Farnese Palace is 
guarded by a huge retinue with 
mastiffs, and the "offstage" 
cantata is elaborately cos- 
tumed; for the third, dawn on 
the Cast el Sant* Angelo is sig- 
nalled with lashings of dry ice 
drifting around the battle- 
ments, while all human life 
parades by. 

The spectacle is the thing, 
the performances inescapably 
secondary. The sound, with the 
singers radio-miked and 
panned between two sets of 
suspended loudspeakers, is 
adequate fra the voices, once 
ear and the eye forget their 
natural inclination to co-ordi- 
nate between sound and its 
source, but hopelessly cramped 
and raw for the orchestra. 


which was far better served 
last time for Carmen. The prin- 
cipal roles will rotate through 
the week, with three Toscas 
and Cavaradossis, two Scar- 
pias. 

At Sunday’s opening Julia 
Mi genes took the title role, act- 
ing with the subtlety of sema- 
phore, which may well have 
been appropriate in this con- 
text, and certainly looking 
dashingly right for the part. 
But she sounded less convinc- 
ing; amplification helped her 
projection but could do noth- 
ing to add bloom and weight to 
the voice. Ingvar Wixell's Scar- 
pia was his familiar portrayal 
writ larger and consequently 
coarsened, but Antonio Ordo- 
nez's Cavaradossi was the real 
thing, delivered with passion- 
ate directness and plentiful 
tone which the microphones 
could not disguise. Jacques 
Delacdte conducted, sluggishly 
and with no sense of momen- 
tum, but then musico-dramatic 
intensity is not what this pro- 
duction is about, not at aH 

Andrew Clements 


Royal Philharmonic 


FESTIVAL HALL 

Proceeding toward the South 
Bank on Sunday, I wondered 
what kind of audience Andre 
Previn and the RPO expected 
for a programme comprising 
Walton’s Belshazzar's Feast 
and the Symphony no. 2, "Le 
Douhle,” of Henri Dutifieux. 
Belshazzar, after all, is an 
instant-thrills piece (high melo- 
drama. sensational choral 
effects) of continuing popular 
appeal; Dutilleux, now 75, is 
widely unknown in Britain, 
and Ids second symphony is 
typical of his mature style - 
refined, elusive, highly per- 
sonal and a bit hermetic. 

The Idea, I guessed, must 
have been to entice an audi- 
ence who knew they liked Bel- 
shazzar, and then to introduce 
them to a very good composer 
who has much in common with 
the eider Brit For Dutilleux, 
like Walton, belonged to the 
no-man's-land generation of 
European composers - acutely 
aware of new, non-tonal devel- 
opments in music and their 
new possibilities, but anxious 
and doubtfol about their public 
prospects. They found similar 
paths of intelligent compro- 
mise (though Dutilleux, 14 
years younger, has explored 
further): keep hold of some 


reassuring tonal base, but nar- 
row your harmony to a partic- 
ular, self-contained schema 
which answers to your linear 
dimensions. As long as 
“Across" and “Down” are prop- 
erly matched, in the post- 
Scboenberg manner, it is no 
sin to orient the music around 
an old-fashioned central tonic. 

In the event, we found that 
the Walton had been jettisoned 
(thriftily - exeunt the expen- 
sive chorus and solo baritone) 
in favour of a quite different, 
dated British artifact, Vaughan 
Williams’ “A London Sym- 
phony.” Nothing even tenta- 
tively “modem" here, except 
the loose, anecdotal structure: 
VW’s musical elements stick 
close to genteel folksong, 
scarcely developed beyond 
some luscious string-writing in 
the first two movements. The 
idiom is 19th-century at heart, 
with mild early-Mahler frac- 
tures and some late-Romantic 
pathos. Though it may trigger 
nostalgia among elderly 
nationals, it was no substitute 
for the flash Belshazzar. 

Previn and the RPO made a 
reasonable job, hardly exciting, 
of that VW symphony. Their 
Dutilleux was much better, 
with the central mini-band of a 


dozen solo players (“doubled" 
by orchestral responses) exert- 
ing much expressive convic- 
tion. To those restrained but 
generous solo parts Dutilleux 
adds translucent orchestral 
support which suggests tantal- 
ising depths, even when it pro- 
poses no more than pre-mini- 
malist patterns. His animalo 
and fuocoso passages are 
always distanced, suspended 
over coolly poignant, rumina- 
tive harmonies - not quite 
tonal, but hearer-friendly, and 
suggesting a glowing resolu- 
tion that never quite comes. 

Dutilleux’s Ravellian ear for 
instrumental combinations is 
all-important The fluid orches- 
tral poesie is part and parcel of 
the musical import and one of 
Previn’s great strengths is 
knowing just how to balance 
sneb Gallic contrivances to 
best effect The music sounded 
lovely, in deep chiaroscuro; no 
less did it sound cogent, 
sweetly reasoned and unag- 
gressive. People who thought 
they had booked for Belshazzar 
and found themselves fobbed 
off with Vaughan Williams 
may nonetheless have felt 
short-changed. 

David Murray 


INTERNATIONAL 



TODAY'S EVENTS 


ANTWERP 

De Vlaamsa Opera 19.00 Jos van 
Immerses! conducts Philippe 
Barling’s production .of Handel’s 
Aldna. with a cast led by Daniella - 
Lojarro, Guy de May and Dale 
Duealng Repeated Thurs. Sat and 
next TiWis (233 6685) 


■ BERLIN : 

Music ■ 

Staatsopar tinier den linden 19.30 
Siegfried Kurz conducts DTe 
Entfflhnuig aus deni SeraiL 
Tomorrow: opera gala-witti young 
international soloists. Thurs: 

Giselle. Fri: Dor fHegende - 
Hollander. Sac Lee contra 
d'Hoffmanri (2M4 782) 

Deutsche Oper 19.30 Tonight's 
performance of Aida is booked 
out Tomorrow and Sat La 
cfemenza di Tito. Thurs: Figaro . 
(3410249) - 

Schauspielhaua 20.00 Beethoven 
programme with the Berlin Radio 
Orchestra and Philharmonic Choir., ' 
Fri: Mendelssohn’s oratorio St. 

Paul. Sat and Bum opening events 
of Berlin Bach Festival (2272 261) 
PMfMumonte Kammer m i fs fi wMi 
20.00 Berliner Harmoniker in. a 
light-hearted programme of music 


by Weber, Hindemith, Meyerbeer 
and arrangements by Holm 
Birkholz. Tomorrow, Thurs, Sat 
and Sun: Gary Bartini conducts 
Berlin Philharmonic Orchestra in 
music by Ives, Haydn and - 
' Shostakovich; with Julia Varady 
and Dietrich Fischer-Dieskau (2614 
383) 


■ BONN 

Oper 20.00 Rudolf Krecmer 
conducts The Bartered Bride, sung 
in German with Ana Pusar as 
Maranka, Alfred Muff as Kecal and 
Eberhard Buechrter as Jenik, 
repeated on Sat Tomorrow and 
Fri: Youri Vamos’ production of 
Swan Lake (773667) 


■ BRUSSELS 

Palatal des Beaux Arts 20.00 Song 
recital by Kiri to Kanawa, 
accompanied by Roger Vignotes. 
Tomorrow: PhHippe Herreweghe 
' conducts Haydn's The Creation 
(507 6200)-, 

Monnale 19.00 Finer performance 
this season of LupBondy's 
production of L’lncoronazione di 
Poppea, conducted by Sylvain 
Cambreling, with a cast led by 
Catherine Malfflano, Wieslaw 
Ochman and Trvdeltese Schmidt 
(219 6341)' 


■LONDON 

MUSIC AND DANCE ' 

' Covent Garden 19,30 Royal Ballet, 
triple, bill: Nureyev’s production . 
of Raymonds Act III. Ashton's A. 
Month In the Country and 


MacMillan's Elite Syncopations. 
This is the only ballet performance 
at Covent Garden this week (071 
240 1066) 

C o h seu m 19.30 English National 
Ballet in John Cranko’s The Taming 
of the Shrew, also tomorrow and 
Thurs (071 836 3161) 

Barbican 19.45 Mstislav 
Rostropovich Is soloist In Bloch's 
Schelomo and Honegger's Cello 
Concerto in a London Symphony 
Orchestra concert conducted by 
Rafael Fruhbeck de Burgos. 
Tomorrow: baroque programme 
with City of London Slnfonia (071 
638 8891) 

THEATRE 

Shakespeare: the Royal 
Shakespeare Company Is showring 
King Lear tonight at the Barbican, 
directed by Nicholas Hytner, 
designed by David Fielding and 
with John Wood in the title role. 

The company's other repertory 
this week includes Much Mo About 
Nothing directed by BUI Alexander 
(tomorrow and Thurs) and Ian 
Judge’s colourful production of 
The Comedy of Errors (Fri and 
Sat), in the Pit, the RSC Is showing 
Christopher Marlowe's Edward 
li tonight followed for the rest of 
the week by Sam Mendra' . 
production of Trolius and Cresslda, 
with Ralph Fiennes and Amanda 
Root in the title roles. At the Open 
Air Theatre Regents Park, Roy 
Hudd stare as Bottom in the New 
Shakespeare Company's 
production of A Midsummer Night's 
Dream (tonight, tomorrow and 
Thurs), followed by Macbeth with 
Peter Woodward and Nlchola 
McAullffe as the leading couple 
(Fri and Sat). For Information about 
all West End shows, phone 
Theatreline from anywhere In the 
UK: Plays 0838 430959 Musicals 


0838 430960 Comedies 0836 430961 
Thrillers 0836 430962 


■ MADRID 

Teatro Urfco La Zarzuela 20.00 
David Parry conducts John 
Copley's production of Peter 
Grimes, with Jacque Trussel in 
title role, Nancy Gustafson as Ellen 
and Richard Stiiwell as Balstrode. 
Last performance on Thurs (429 
8225) 


■ MILAN 

Teatro a Ha Seals 20.00 First night 
of Jerome Savar/s new production 
of Attila, conducted by Riccardo 
Muti, designed by Michel Lebols 
and Jacques Schmidt. The cast 
Includes Cheryl Studer as 
Odabeila, Samuel Ramey in the 
title role, Salvatore FIsichella as 
Foresto and Giorgio Zancanaro 
as Ezio. The production runs till 
duly 8. with next performances 
on Thurs and Sat Tomorrow and 
Fri: La bohftme, with Mirella Freni 
as Mlml (7200 3744) 


■ NEWYORK 
MUSIC AND DANCE 
New York State Theater 20.00 NY 
City Ballet In Jerome Robbins’ 
Mother Goose, Balanchine's Duo 
Concertant and two other works. 
Season runs till Sun (870 5570) 
Metropolitan Opera 20.00 Bolshoy 
Opera opens a 10-day season with 
Eugene Onegin, also tomorrow 
and Thurs. Fri and Sat 
RImsky-Korsakov’s opera-ballet 
Mloda (362 6000) 

THEATRE 

Off Broadway: Mr Gogol and Mr 
Preen is Elaine May's comedy, 
directed by Gregory Mosher, about 


a vacuum-cleaner salesman who 
insinuates himsetl into the 
apartment and care of an 
iconoclastic immigrant from 
eastern Europe (Mltzl E. Newhouse, 
150 West 65th Street tel 239 6200). 
Crime on Goat Island is a revival 
of Ugo Betti's drama, set in a bleak 
wasteland, about a seductive 
stranger whose arrival disrupts 
the lives of three Involved women, 
directed by Moshe Yassur (Third 
Step Studio, 412 West Forty-eighth 
Street, tel 633 9760, ends on Sun). 
Selling Off is Harris Freedman's 
comedy about the world of a 
harried accountant who decides 
one extraordinary day to chuck 
It all in and start a new life, and 
not be influenced by his girlfriend, 
fils ex-wffe, his off-beat clients, 
his attorney and his mother-in-law 
(John Houseman Theater. 450 West 
Forty-second Street, tel 967 9077). 
The Sub|ect Was Roses is Frank 
D. Gilroy’s Pulitzer prize-winning 
1964 play about an uneasy wartime 
reunion in a Bronx family 
(Roundabout Theater, 100 East 
Seventeenth Street, tel 420 1883). 
For Broadway shows. Ticketron 
answers inquiries and sells tickets 
(246 0102) 


■ PARIS 

DANCE 

Palais Gamier 19.30 OpOra Ballet 
in works by three American 
choreographers - William 
Forsythe, Jerome Robbins and 
Twyla Tharp. Daily till Sat (4742 
5371) 

TMttre de la VUfe 20.30 
Tanzth eater Wuppertal presents 
Palermo Palermo, choreographed 
by Pina Bausch. Also tomorrow, 
Fri and Sat (4274 2277) 

MUSIC 


Theatre des Champs-EIysAe* 19.30 
Final performance of Peter Stein's 
Welsh National Opera production 
of Falstatf, conducted by Richard 
Armstrong, with a cast led by 
Donald Maxwell, Claire Powell, 
Suzanne Murphy and Marek 
Torzewski (4720 3637) 

Optra Comique 19.30 Two 
Offenbach one-act operettas - Une 
demoiselle en loterie and La rose 
de Saint Flour — in a production 
by Guy Coutance conducted by 
Dominique DebarL Runs till July 
3(4286 8683) 

THEATRE 

Comddle Frengalse 20.30 Aime 
Cesa ire's La Tragtidle du roi 
Christophs, a play set in 19th 
century Haiti about a former French 
army officer who proclaims himself 
king and later commits suicide. 
Repeated on Fri. This week's 
repertory also includes Molidre's 
Le Malade i magi na ire tomorrow 
and Sun. and Marivaux's comedy 
La Fausse Suivante on Thurs (4366 
4360) 

Th6Atre de PEurope 20.30 The life 
and career of Kurt Weill, female 
revue directed by Helmut Baumann 
and Jurg Burt Runs till Sun (4325 
8092) 

Theatre des Bouffes du Nord 20.30 
Jean-Christophe Laverty‘8 
production of Feydeau's one-act 
farce On purge bebe (1910). Runs 
till Sat (4607 3450) 


■ VIENNA 

Staatsoper 19-00 Erich Leinsdorf 
conducts Fidelio, with a cast led 
by Hildegard Behrens, Thomas 
Moser and Theo Adam, also Fri. 
Tomorrow: Die Frau ohne Schatten. 
Thurs: Behrens sing& Tosca (51444 
2960) 


European Cable and 
Satellite Business TV 

(all times GET) 

MONDAY TO FRIDAY 
Etu® sport 

0600-0630 International Business 

report 

CNN 

0500-0530 Money line 
0800-0630 Mon eyllne 
1230-1300 CW Market Watch 
1330-1400 Business Pay 
2000-2030 World Business Today - 
a Joint FT/CNN production with a 
review of the day's major dual- 
ness stories 

2300-2330 World Business Today 
0100-0130 Mon Byline 
Supercnannol 

0700-0830 Financial Times Busi- 
ness Report 

A five mfnutfl business briefing 
broadcast throe times between 
0700 and 0800 

2220 - 2250 (Wed) Financial Times 
Business Weekly - the laiesl 
round-up of business news with 
James Bellini and Debbie Middle- 
ton. 

0630 a 2030 {ThurG) Financial 
Times Busina** Weekly 
Sky Mews 

1200 international Business 
Report 

2130 (Thurs) Financial Times Busi- 
ness Weekly 
SATURDAY 
CNN 

08004630 Moneyllne 
0600-0330 World Business Today - 
a Joint FriCftM production 
1540-1010 Monoywoak 
1900-1930 World Business This 

week 

2110-2140 Your Money 

SUNDAY 

SupercftaimoJ 

1000-1630 FT Business Weekly 
iStXMMO FT Business Weekly 
23304X130 FT Business Weekly 
Sky Now s 

1030-1100 FT Business Weekly 
CNN 

0710-0740 Mon Byweek 
1540-1610 Your Money 
1900-1640 Moneywort 
0040-0110 Inside Business 
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Much ado 
in Japan 


THE GREAT debate goes on: 
how different is Japan from 
other industrial democracies 
and how similar ought it to 
become? Many argue that it 
needs to change all its politi- 
cal, commercial and social 
spots. Such people often seem 
to hope that a failure to make 
demanded changes would pro* 
vide an excuse for hostile 
action. In practice, however, a 
distinction mnst be drawn 
between the unrealistic quest 
for a fully westernised Japan 
and acceptance of the sorts of 
practices unearthed by the lat- 
est stock market scandal. 

Cynicism, both at home and 
abroad, has been greatly 
increased by Japan's responses 
to past disgraces. Two years 
ago, for example, the Recruit 
scandal seemed to have 
wrecked the old ways of doing 
things, forcing the departure of 
a prime minister and several 
other members of the Cabinet 
in the process. The govern- 
ment was even being chal- 
lenged by a resurgent socialist 
party under a charismatic new 
woman leader. 

Yet last week, Mrs Takako 
Doi in effect took leave of her 
newly retitled social demo- 
cratic party, which had 
resorted to its traditional inter- 
necine ideological bickering. 
Simultaneously. Mr Noboru 
Takeshi ta seems to be able to 
ensure that if he does not him- 
self become prime minister 
again he will have the deciding 
vote in who does. 

Latest scandal 

Similar doubts are raised by 
the latest scandal to afflict the 
Tokyo brokerage community, 
which has rfaimwi the scalps 
of the heads of the largest 
securities house. Nomura, and 
another of the big four, Nikko. 
The offences, indemnifying 
selected clients for any invest- 
ment losses and buying golf 
club memberships from known 
gangsters, might seem shock- 
ing to the outside world. But 
they will come as no more of a 
surprise in Tokyo than the rev- 
elation that Japanese politi- 
cians sometimes take favours. 
Japanese companies have for 
years been paying off gangster 
elements to ensure orderly 
annual meetings. 

One would not be unduly 
cynical, therefore, to expect 
that it will be business as 
wnmi on the stock exchange, 


Islam and 
democracy 


THE NEW Algerian 
government is, in one sense, 
only of the caretaker variety. It 
is intended to hold office until 
the parliamentary elections, 
which were to have been held 
next week, but which Presi- 
dent Chadli Bendjedid has 
postponed - probably till 
October - after the violent 
clashes with Islamic militants 
at the beginning of this month. 
But the decisions to be taken 
in these four months could be 
crucial not only for Algeria's 
future but also Tor North 
Africa as a whole, and of some 
importance to Europe too. 

Algeria is the most populous 
of the three Maghreb countries 
and, thanks to the mineral 
wealth of the Sahara, easily 
the richest Until a few years 
ago it was also much the most 
tightly controlled, economi- 
cally and politically. But since 
the riots of 1988 Mr Chadli has 
embarked on a bold experi- 
ment of liberalisation. 

All three regimes face vigor- 
ous opposition from Islamic 
movements whose programmes 
inspire fear not only in the 
regimes themselves but in 
much of the westernised mid- 
dle class. Only in Algeria has 
the regime, to the alarm of its 
neighbours, taken the risk of 
allowing overtly Islamic oppo- 
sition parties to take part in 
the electoral process. 

One of them, the Islamic Sal- 
vation Front (FIS), won a spec- 
tacular victory in local elec- 
tions a year ago. Since then 
many secular-minded Algeri- 
ans have come to feel that the 
outgoing government was too 
lax in allowing the FIS to 
exploit the freedom granted, 
and to abuse a democratic pro- 
cess which some of its leading 
members openly despise. 

Legitimate donbts 
Certainly the FIS has used 
mosques for political activity, 
and people on the fringes of it, 
with or without the conniv- 
ance of the leadership, have 
resorted to violence. Although 
its chief spokesman, Sheikh 
Abassi Madani. proclaims his 
willingness to abide by the 
rules of the democratic game, 
there are legitimate doubts 
whether he would be able, 
even if willing, to maintain 
those rules once installed in 
power. 

At first sight the declaration 
of martial law. the resignation 


of the reforming government 
and the postponement of the 
elections, followed by a wave 
of arrests of Islamic militants 
and the claimed discovery of a 
plot “to create an armed organ- 
isation to destabilise the state 
institutions'’, make it look as if 
Mr Chadli has yielded to such 
fears and embarked on a path 
similar to that of President 
Ben Ali in Tunisia. Certainly 
he is determined to keep order 
in the streets, and the appoint- 
ment of two women to the cab- ; 
inet suggests a willingness to i 
meet Islamic opposition head | 
on. 


Free polls 

But the new prime minister, 
Mr Sid Ahmed Ghozali, has 
made It clear he expects the 
FIS to participate in the “free 
and clean” elections to be 
organised in the autumn. He 
has given instructions to avoid 
any unnecessary arrests or 
repression, and is seeking a 
consensus on changes to the 
electoral boundaries, which his 
predecessor had rigged fla- 
grantly to the FIS's disadvan- 
tage. He appears confident that 
in a free and fair election those 
Algerians who favour a free 
and modern society will be 
found to outnumber those who 
believe they can put the dock 
back to the time of the 
Prophet 

No one can pretend the task 
of organising free elections in , 
such a highly charged atmo- ! 
sphere is going to be easy. Mr 
Ghozali’s success or failure 
will be determined, as he is 
well aware, partly by economic 
factors. He badly needs the 
confidence of Algeria's foreign 
creditors, and he should be 
well placed to win it, both 
through the technical compe- 
tence of himself and his col- 
leagues and because the west, 
especially Europe, has an obvi- 
ous stake in his success. 

If he succeeds, the force of 
Algeria's example will be con- 
siderable throughout North 
Africa and perhaps in the 
wider Arab world. But the 
effect of his failure, whether 
Algeria falls under an Is lamic 
regime or back into military 
dictatorship or, perhaps most 
plausibly, into a long period of 
instability, would be most 
unhappy, not least for Europe 
which would face a new and 
massive influx of Moslem 
immigrants. 


Minimum wages have rarely achieved their 
intended effect, reports Peter Norman 

The poor cousin of 
poverty fighters 
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once the ritual heads have 
rolled. This will frustrate the 
west, but it may not upset the 
Japanese as much as the cur- 
rent ritual huffing and puffing 
suggests. 

Yet a return to business as 
usual would be most undesir- 
able. The Tokyo stock market 
and its major players are too 
important and the world's 
financial markets too inte- 
grated to permit large discrep- 
ancies in regulatory standards 
and corporate behaviour. 

Powerful remedy 

Fortunately, a stock market 
collapse is itself a powerful 
remedy. Many dubious prac- 
tices were largely the result of 
the buoyant markets of the 
1980s, when everybody 
assumed that the market could 
only rise. Nobody complained 
when all were making money. 
It Is to be hoped that the 
change in financial climate j 
will also have raised the moral 
temperature; or more particu- 
larly that it will have increased 
the authorities' will to take 
action. 

Nevertheless, long-term rela- 
tionships are SO fundamental 
to Japanese business that such 
behaviour will never disappear 
entirely. All the government 
can, and should, do is to dis- 
courage such practices in 
future. The ministry of finance 
is aiming to separate brokers 
from fund managers. It will 
doubtless demand stricter 
internal discipline. But it 
should also seriously consider 
setting up an adequately staf- 
fed Japanese Securities and 
Exchange Commission. 

Japan’s will never be an 
Anglo-Saxon economy. Given 
its performance, it is diffirnit 
to justify a demand that it 
should. Nonetheless, the Japa- 
nese cannot expect foreigners 
to look with tolerance on the 
practices now unearthed. It is 
in Japan’s own interest, there- 
fore, to make those parts of its 
economy and society that 
impinge most on the rest of the 
world - an ever-increasing 
proportion of the whole - as 
open and transparent as possi- 
ble. As it happens, this is also 
in the interest of a large por- 
tion of the Japanese popula- 
tion. Japan may never be com- 
pletely above reproach, but it 
should show both its own peo- 
ple and the world that is at 
least trying. 


T he Labour party's promise to 
introduce a national mini- 
mum wage has brought back 
to life an instrument for pov- 
erty reduction that had largely fallen 
from fashion in recent years. 

For although minimnwi wages have 
a century-old pedigree and are popu- 
lar, most recent studies suggest that 
they have rarely achieved their goaL 
In the case of the UK, the National 
Institute of Economic and Social 
Research and James Capel & Co, the 
City investment firm, suggest that 
Labour's plans to introduce “a 
national legal minimum hourly wage, 
starting at a level of 50 per cent of 
ntoriian men’s earning s” would add 
modestly to unemployment and 
reduce national output 
The effects would be greater if 
Labour were to achieve its goal of 
lifting “over time the minimum wage 
as a proportion of earnings to a point 
where nobody is paid less than two- 
thirds of the median male hourly 
wage". But on any reasonable inter- 
pretation, Conservative party claims 
that Labour's proposed minimum 
wage package would cost up to to 2m 
jobs appear greatly exaggerated. 

Alth ough the first minimum wage 
acts were passed in Australia and 
New Zealand nearly a century ago, 
economists have always had problems 
assessing the effects of such measures 
on employment, economic activity 
and other macro-economic variables. 

It is uncertain, for example, 
whether much could be learned about 
the likely effects of Labour's plans for 
statutory regulation from Britain’s 
previous experience with minimnm 
wage rules. In 1909, Winston Chur- 
chill, then president of the Board of 
Trade in a liberal government, intro- 
duced wages councils in Britain to fix 
minimum pay in four trades with no 
collective bargaining and low wages. 

From this modest attempt to cope 
with public concern about “sweated 
labour' there evolved a complex and 
ineffective system of wage regulation 
until 1986 when the Conservative gov- 
ernment stripped the UK's wages 
councils of many of their powers. 


Researchers have therefore tended 
to look abroad where statutory mini- 
mums, along the lines proposed by 
Labour, exist in the US, France, Lux- 
embourg- the Netherlands. Portugal 
and Spain. In recent years, most have 
concluded that poverty can better be 
alleviated through changes in the tax 
and benefits structure. 

The French experience with the 

Sink - the salatre minimu m interpro- 
fessumnd de avissance - is probably 
of the greatest relevance to the UK. 
The Smic applies to a large number of 
people - about 2m, or 12 per cent, of 
the French w o r kf orce - and after ris- 
ing from just under 40 per cent of net 
average warning s in the late 1960s has 
fluctuated around 50 per cent of aver- 
age warning s since the early 1960s. 
This is roughly equivalent to the cri- 
teria defined for stage one of the 
Labour party’s minimnm wage policy. 

The 24-nation, Paris-based Organi- 
sation for Economic Cooperation and 
Development has its doubts about the 
system. Its latest annual review of the 
French economy concl uded that the 
national minimum wage was partly 
responsible for France’s relatively 
high 9 per cent unemployment rate 
and a rising proportion of long-term 
jobless, particularly among the more 
vulnerable - the young, older work- 
ers and the unskille d. 

In a separate study, published by 
the OECD, Mr Stephen Ba 2 en, a lec- 
turer at Kent University, and Mr John 
Martin, a senior OECD economist, 
estimated that for every 10 per cent 
increase in the mmimirm wage, youth 
employment in France decreased by 
between 1 per cent and 2 per cent 

Such finding * are not imiq nw There 
has been a consensus among US econ- 
omists inc reases in the US fed- 
eral minimum wage bad email nega- 
tive effects on teenage 
unemployment Until recently, how- 
ever, the US had a policy of allowing 
the relative value of its minimum 
wage to fan. 

to the Netherlands, the government 
pared the relative value of the gross 

minim nm wage to the 19806 SO that it 

fen from 77 per cent of the average 


wage in 1978 to 68 per cent in 1987. 
The 1989 OECD report on the Nether- 
lands said this cot raised the employ- 
ment of low-productivity workers, 
with employment among. under-25s 
increasing tty 32,000 between 1883 and 
1986. 

In the UK, both Ur Keith Skeoch, 
James Capel’s chief economist, and 
Mr Paul Gregg, a senior research offi- 
cer at the NIESR, have concluded 
independently that the first stage of 
Labour’s plan would add about 60,000 
to the total of unemployed over five 
years and dip half a percentage point 
off economic growth that mi ght be 
expected over that period. 

The two differ somewhat over the 
inflationary implications. Mr Skeoch 
expects the measures would add L7 
per cent to consumer prices over 
three years but this inflationary hi ip 
would work itself out after five years. 

■ Mr Gregg forecasts a 8.5 per cent 
increase cm prices over three years. 

These figures do not suggest that 
the minimnm wage would be a big job 
killer. But neither researcher has 
examined what would happen if 
Labour went on to raise the minimum 
wage to 66 per cent That would be 
more problematic,’’ says Capel’s Mr 
Skeoch. Mr Gregg, however, does not 
hesitate to brand the Tory party cal- 
culation of 2m job losses arising from 
Labour's minimnm wage plan as 
“ludicrous”. 

The accompanying table helps 
explain why the im part of the mini- 
mum wage could be limited- Accord- 
ing to Mr Gregg, minimum wages 
would mainly benefit part-time work- 
ers, main and female. Altogether 15 
per cent of employees, or 5L5m people, 
would be affected and their wages 
would rise by nearly 15 per cent on 
average on rho implementation of the 
first stage of Labour’s package. But 
the UK’s total wage bill would rise by 
only 1 per cent, because most workers 

earn more Hun the minimnm wage. 

But there would be an additional 
“knock-on" effect as workers just 
above the minimum wage succeeded 
In restorin g i Wfa wn tf ak againat tteM 

who have just benefited from wage 
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rises. The result, says Mr Gregg, could 
be to boost the UK’s overall wage bill 
by about 1.6 per emit. 

This relatively modest figure can be 
utti» more than a guess. The high 
percentage of part-time workers 
awimg the mmimnm wage beneficia- 
ries argues against a big knock-on 
effect But the impact of the Labo ur 
plan could be much greater if a pow- 
erful trade mrinn — to the public sec- 
tor, for example — w anfad it as an 
opportunity to boost members' pay. 

How this unknown element in 


T he Labour party's plans for a 
minim nm wage policy have 
helped to embroil the trade 
unions in their most si gnificant polit- 
ical row this year. 

While nninns representing low-paid 
workers strongly favour a statutory 
mini mum wage, craft nninns repre- 
senting skilled workers fear that dif- 
ferentials for skills will be squeezed 
as a result. 

Mr John Edmonds, general secre- 
tary of the GMB general workers’ 
union, earlier this month said leaders 
of two craft onions were "sMUy-shal- 
lying” on the issue. Despite an 
attempt by the Trades Union Con- 
gress to negotiate a common stance, 
toe argument has dragged on. 

How deep are the inter-union divi- 
sions and what are the pressures on 
Labour to modify its policy? 

Mr John Smith, shadow chancellor, 
was correct when he said last week 
that most unions supported the pol- 
icy. Th e only outright opponent is the 
EETPU electricians’ union, whose 
influence on other unions is limited 
since its expulsion three years ago 


Rumbles of discontent 

Michael Smith on union splits over wages for the low-paid 


from the Trades Union Congress. 

But the AEU en gineering union — 
Britain’s fourth-largest union - is 
ambiguous. Along with all other TOC 
affiliates, it backed a statutory mini- 
mum wage in April. But since then, 
Mr Gavin Laird, AEU general secre- 
tary, has said he is opposed to a mini- 
mum wage to the private sector. 

The m ain conc ern Of both the AEU 
and the EETPU is that high wage 
rises for the low-paid would erode the 
pay differentials their higher-paid 
members have accumulated. The 
wage rises for the low-paid would 
have to be high in the early years of a 
statutory policy as the minimum pay 
target rose gradually from a half to 
twotirirds of male median earnings. 

Other union leaders are less con- 


cerned about differentials. Rather, 
they are concerned about the possible 
effects of B minimum wags, MMiWnrf 
with Labour’s plan far a national eco- 
nomic (NEA), on free col- 

lective bargaining. 

The NEA would bring together gov- 
ernment, employers and unions to 
discuss a range of economic and 
social Issues. Some uni on le aders, not 
just in the AEU and EETPU, fear that 
they will be ask ed to m oderate pay 
claims in return for minimum wage 
rises and other trade-offs. 

Mr Smith and other Labour leaders 
say an “old-style incomes policy” Is 
not on the agenda. Some unions 
remain suspicious but most will try 
to keep silent in the interests of pre- 
election unity. The problem Is that 


the EETPU and some AEU leaders 
feel no need for restraint. 

Labour party leaders claim to be 
relaxed about the miiim row on the 
grounds that it will do their image no 
harm if they are seen to be distancing 
themsel ves from wninna. There is a 
strong commitment to a minimnm 
wage within the shadow cabinet 
because it Is seen as a socially just 
measure, common in other countries. 

Even if it wanted to. Labour would 
now have little scope to abandon the 
minimnm wage. Opinion polls show 
that the policy is popular - one 
recent poll showed 87 per cent of vot- 
ers were in favour. By withdrawing 
the policy the Labour party could 
also be portrayed as weakening Its 
commitment to the European Corn- 


Labour’s minimum wage plan would 
interact with Britain's mgmfwahrp of 
the exchange rale mechanism of the 
European Monetary System is a par- 
ticular worry to some observers. 

“My concern I s tha t the. whole 
money wages structure will go up, if 
we do not narrow differentials.” says 
Mr Walter Bltis, the director-general 
of the National Economic Develop- 
ment Office. "As several trades 
unions have said they do not want 
differentials to' narrow, Britain’s com- 
petitiveness in the ERM will weaken.” 

mission's social charter of workers’ 
rights. 

N onetheless, the continuing argu- 
ment among nnfamii hng put Labour 

under some pressure to alter certain 
aspects of its policy. One possibility 
would be for ' the party to lower the 
initial minimnwi wage to half the 
median earnings of both sexes: con- 
siderably less than the present target 
of half of male mwrfinn earnings. 

Alternatively, Labour could aban- 
don the commitment to reaching two- 
thirds of mai<» median earnings even- 
tually. Some shadow cabinet mem- 
bers privately have doubts about the 
feasibility of ever reaching the higher 
leveL They believe it could raise 
unemployment to mnum p tahli lev- 
els. 

But either of these possible 
changes could lead to a dispute of 
greater intensity than the present 
one. The “shilly-shallying” and 
hypocrisy accusations now in circula- 
tion would look tame in comparison 
with charges of “U-turn" that would 
undoubtedly ensue. 


Revenge in 
the air 

■ Despite the high-flown 
words at yesterday's meeting 
between John Major and 
Francois Mitterrand In Dun- 
kirk, entente cordiate is not 
the main principle governing 
Anglo-French relations. It still 
takes second place to up yours, 
alors - to judge by the Paris 
Air Show. 

At the UK counterpart in 
Fambo rough last September, 
the French felt slighted 
because their aerospace 
champions including Dassault, 
Aerospatiale and Snecma. were 
not given prime sites for their 
corporate hospitality chalets. 
So come the Paris event, they 
returned the compliment to 
Britain’s industry leaders. 

After enjoying front-row 
positions at the last show there 
two years ago, both British 
Aerospace and Rolls-Royce 
had their chalets relegated to 
the second rank. And although 
the wine still flowed, the stiff 
upper lips of the UK contin- 
gent failed to conceal the pique 
they felt at they way they’d 
been treated. 

The tits for tats were punctil- 
iously weighted. For instance, 
the French even repaid the 
sop the Brits handedthem at 
Farnbo rough by having then 
Prime Minister Thatcher cere- 
moniously visit the Dassault 
and Aerospatiale stands. 

At Paris Serge Dassault, 
head of tiie makers of the 
French Rafale fighter, escorted 
President Mitterrand to the 
BAe stand - the first time a 
French head of state has 
deigned to visit a British 
exhibit at a Paris Air Show. 
Whereupon the president chat- 
ted graciously about the UK’s 
involvement in the European 
Airbus programme. 

But as soon as the Brits tried 
to switch topic to the European 
fighter aircraft the audience 
ceased. Before Mitterrand had 
any chance to hear BAe’s sales 
pitch for the Rafale’s main 
rival, Dassault whisked him 
off to continue bis tour. 

Given so much arid in the 


Observer 


atmosphere, it is perhaps not 
surprising that the title of 
“giveaway of the show” was 
awarded to the present handed 
out by Deutsche Aerospace: 
a tin of dyspepsia tablets. 


Frost expected 

■ Interest In the long-running 
Blue Arrow trial should pick 
up again today when Tom 
Frost, chief executive of 
National Westminster Bank, 
is expected to step into the 
witness box. 

Yesterday, the court heard 
Frost described as “Teflon 
Tom" because things did not 
stick to him. 


Tabuchi’s exit 

■ Nomura Securities, Japan's 
leading stockbroker, spent 
much of the 1980s cultivating 
a sophisticated International 
image. The resignation of its 
president - Yoshihisa Tabuchi 
— has badly tarnished that 
reputation. 

Other Japanese companies 
have been hit by scandal - 
notably Sumitomo Bank, 
where the chairman resigned 
after an incident last year. But 
it will be harder for Nomura 
than for others to rebuild its 
reputation: Japanese financier s 
tend to look down on stock- 
brokers as “kabu-ya" or 
barrow-boys. Also, Nomura 
fostered a sense of corporate 
arrogance, which will not 
encourage sympathy. 

Tabucni, who took office 
in 1985, was only the fifth 
president since 1948. Each man 
carefully prepared his succes- 
sor. Nomura's new president, 
55-year-old Hideo Sakamaki, 
was Tabuchi's right-hand man. j 
But he was almost certainly ; 

not the man Tabuchi would 
have chosen to follow him. i 

In 1987. Tabuchi shook np 
the top ranks erf the company, . 
forcing older officials to retire 
and promoting younger men. 



“Wanna buy an umbrella?” 

But for the scandal, one of 
them would probably have 
succeeded him. 


Title fight 


■ Watch out for fights at the 
Cafe Royal this morning. 

In one corner Brent Walker, 
the creation of former boxer 
George Walker, is holding an 
extraordinary general meeting 
of shareholders, while in 
another boxers Nigel Benn and 
Kid Milo are holding a news 

«m fot»nw> fthAflri ftf flteh- fig ht 

next week. It Is hard to tell 
which meeting will be more 
acrimonious. 


Trusting 


■ The cynic might be forgiven 
for thinking that someone was 
preparing the groundwork for 
another terrible set of figures 
from the poor old TSB. 

First soften np the City with 
rumours about horrendous 
losses at the group's luckless 
Hill Samuel merchant bank. 
Second, came out with a set 
of Interim results which are 
not quite as bad as feared (that 


means the TSB makes a token 
profit). Finally, heap lots of 

Klnmp nn an immng pmpnt 

which has been replaced- With 
luck the share price might 
even end the week higna than 
it started.. 

Michael Lever, the Smith 
New Court banking analyst 
who triggered many of the 
news stories with his “honor 
story from Hill SamneT 
research report, disc laim s any 
spec ial knowledge. And the 
TSB denies that there have 
been any special briefings. “We 
have a strict policy on informa- 
tion which conforms with the 
regulatory requirements,” says 
spokesman Graham Wallace. 

Of course. 


Muckraking 

■ The name of the Hebridean 
Inland of Muck, to which 
Observer alluded last week, 
has a long history of giving 
trouble. Dr Samuel Johnson, 
who met its laird when touring 
the Highlands in 1773, noted 
that it was the custom to 
address lairds by the name 
of their possessions. He added 
that the island’s owner, not 

Wring ritiwr Miwflt nr iyy. 

rect version Muack, “has 
endeavoured, without effect, 
to change it to Monk.” 


Downfall 

■ What's to be done about 
White House chief of staff John 
Sununu whose Improper modes 
of travel threaten to bring him 
to earth with a bump? 

The man most tipped to take 
over his Job is plairapoken 
BHnoisian Samuel Skinner, 
who has performed admirably 
In his time as US transporta- 
tion, secretary. 

But Washington wiseacres 
are suggesting that, instead 

of having one replace the 
other, the two men should sim- 
ply swap posts. That way, 
Sununu could travel as much 
as he likes on whatever be - 
fancies, and it would all be 
part of the job. 
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Z T H E BEST I N C E N T I V t S S 


Mid Glamorgan is the closest 
Government ‘Development 
Area * to London and the 
South Easton the M4, 
offering some of the best 
practical and financial 
incentives in the U.K. for new 
and expanding businesses. 

Mid Glamorgan 
offers the largest 
range of sites 
and industrial 
property in 
Wales, and ' 
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Business Development Team, 
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Greyfrim Rood, Card# CFI 3LG. 


opportunities for a superb 
lifestyle in an at tr activ e 
environment.. 

Find out how you can join the 
growing number of successful 
companies who have chosen 
the County for a new start-up, 
expansion or relocation 
project. 

Gip the coupon below or 
telephone our 24 hour 

enquiry hotline on CatrEff 
(0232)230770 today. 
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UK resignations jester-. - 
of the presidents -of 
two^o£>ft^an , 8t^ : foor 
afockbroldng. groups . seal.; 
stox^wwesthrOT^rttKOmn- 
try's fimECttaal community; . - 

The public jnfflnflfation ofMr_- 
Yoshihis* -Tabnchi, president 
of Nomura Securities, and Mr 
TalrayaTwasak^l^ 
part st IQkkti Securities, wiio 

- announced theft own resigns- . 

tkaarsBread gloom among bro- 
kers, bankers and fund manag- 
ers aifVp “The Tnigftyfntw of 

my neighbour is my own mis- 
fortune. This is bad form alii” 
said. Mr Yoh Kurosawa, the 
president the' Industrial 
Bank of Japan QBJ). 

The scandals -which have- 
cost the two men their posts at 
the top of Japanese finance 
were not isolated events. Their 
roots run deep in the country's 
securities industry. Mr Ryu- 
taro Hashimoto, -the finance 
minister, yesterday pledged 
reform - btit it is to Borneans 
c e rt ain • th e* Ms have, 

the power to enforce 
The danger is that the 
resignations will he more sym- 
bol than substance. 

The Recruit stockstor-pohti- 
cal-favours affair of 1989 
showed that the Japanese are 
capable of generating enor- 
mous passion about financial 
wrongdoing. The perpetrators 
are required to stage a sym- 
bolic sacrifice, usually resigna- 
tion. But real reforms are very 
sltorto emerge. Over time, the 
qgynHwis fade. The Japanese 
seem .to .tolerate this pattern 
fiortwo reasons: first, thelack 
of an moral tradition 

in which right .and wrong are 
dear^ distinguished; second, 

mines public. u^LUngness to 
complaln- 

Whfle deregulation and com- 
petition transformed the New 
York stodE market In the 1970s 
and London in rite . 1980s, the 
creation of truly conn markets 
in Tokyo is stOl awaited in the 
1990s. Will the world's largest 
fitipnrial club rnhtiriim to be 
run largely fix- the benefit of 
its members? 

The events which played the 
biggest role In the resignations 
were the two groups' tfeaifaga 
in the late 1380s with Mr Sns- 
iimu Ishii, dw for mer chair- 
man of one of Japan’s largest 
organisation's of yakuza, or 
gangsters, and an active stock 
market investor. • . 

In addition, Nonrara and 
Nlkko confessed to having 
compensated large corporate 
cheats for trading losses last 
year and in the late 1980s. Yes- 
terday, D aiwa Se curities and 
Yamafehl Securities, the other 
two of the Mg four brokers, 
admitted having done the 
same, amplifying similar con- 
fessions they made last year. 
Tax. Officials have found evi- 
dence of payments by the Mg 


Danger of symbol 
over substance 

Stefan Wagstyl questions whether the resignations 
of two Japanese securities chiefs will boost reform 


four totalling Y65bn (£2 86.34m) 
over - 1988-90, but say there 
could be more. 

- The origins of both scandals 
lie in tire connections between 
brokers, investors and finance 
ministry ofOrfaift which sur- 
round the securities markets. 

The Japanese Securities »nd 
Exchange Law drafted soon 
after the end of the second 
world war is a vaguely-worded 
document, winch specifies few 
offences. Many things are left 
to the discretion of finance 
ministry officials, who see 
their job aa fostering the 
health of industry. Often 
they scold and punish; bnt 
they also offer encouragement 
and advice. Through the 1980s. 
th« ministry did much to m g l r< * 
the market mom transparent 

- not least to satisfy the 
demands of the US and other 
foreign governments. Officials 
recognised that the growth and 
internationalisation of the 
Tokyo stock market meant It 
no longer should be managed 
as.a private club. 

The measures passed to the 
finance ministry had some 
effect: dealing was out- 

lawed; a 5 per cent disclosure 
law has forced out into the 
open stakes held by various 
secretive groups - Including 
gan g s t er organisations; ti ghter 

rules on new Issues prevented 
a repetition of the wrongdoing 
involved in the Recruit scan- 
dal; companies and individuals 
have been prosecuted tar secu- 
rities-related offences, chief 
among them Mr Mitsnhlro 
Kotani, the head of a specula- 
tive investment syndicate who 
has been charged with stock 
mani p ulation 

Equally important, ministe- 
rial pressure phis competition 
from newly-admitted foreign 
brokers, has art the Mg four 
groups’ share at Tokyo stock 
exchange commission Income 
from 42 per cent in 1988 to 33 
per cent in the year to March 
X88L ■ 

. However, the ftmmnp minis- 
try could not prevent the 
abuses caused to the grdwth of 
Japanese stock prices that sent 
trading volumes wwi-fag in ft* 
late. 1380s. -In the heady atmo- 
sphere of the bull market, even 
Investors who were worried 
about M*rtahi practices — such 



40.000 


as having their accounts 
traded too often by brokers - 
rarely complained. 

Also, the flood of investors 
into the market gave brokers 
plenty of opportunity to hide 
transactions done for the iffep« 
Of Mr Twhtt OT Ml KfrtftnL Tti 
any case, d*wHiig on iwiwtf of 

Real reforms of the 
financial system are 
very slow to emerge 
in Japan. Over time, 
the scandals fade 


such people is not in itself ille- 
gal. The main risk seemed to 

lift a re primand hy flmpCt min- 
istry nfflrialq 

The mood changed with the 
collapse of the bull market 
early last year. Hie plunge in 
prices has itself exposed the 
fac t that the big four paid out 
compensation to clients. It has 
al so generated puhhc cririnam 
of financial companies, for 
allegedly helping the rich to 
profit from increases in stock 
and land prices, at the expense 
of ordinary people rmafile to 
buy their own homes. 


Federation and 
majority rule ■ . 

From Mr Ota Adler. 

Sr, Hr Ann Robinson is mis- 
taken In claiming (Letters, 
June 21) that proposed consti- 
tutional arrangements for 
European political union are to 
be based on pure majority rule. 
The weighted 'majority which 
applies now and Is proposed to 
continue takes account of 
diverse sizes of member states. 
It is similarly reflected in the 
composition, of the European 
parliament Nothing less would 
be acceptable If the rights of 
smaller -states are to be pro- 
tected. Federal constitutions 
result from compromises 
which take account of specific 
circumstances of federating 
states. 

The proposed European fed- . 
eral union will be stti generis- 
and not a mirror image of the 
US, Canada or Australia, to 
cite some federations which 
have been successful but 
which each having different 
constitutional- systems. 
OtaAdler,- 
13 Chester Square,-' 

London SW1W 9SH ■ 


The facts of putting new 
life into water industry 


Airbus and 
subsidies 


From Mr Roy Watts. 

Sir , Against the murky back- 
cloth created by many flHn- 
fonned views on the water 
‘Industry over the past few 
i, I believe some factual 
is needed. 

In my careers in the airline 
and water industries I have 
seen at close range the serious 
effects of under-investment by 
governments of all shades in 
major industries. 

Standards fail, the cu stomer 
suffers and costs rise regard- 
less. Innovation is discouraged. 
Good management is impossi- 
ble. 

Todav from custom- 
ers and' shareholders of 
Thames Water, at the rate of 
more than film every day, is 
reviving this industry to serve 
its customers now aim into the 
next century. Competent man- 
agers, now have the tools to do 
the job. ' 

The facts are there for. those 
who seek them: " • • 

■ The £250m London water 


ring main is more than half 
complete, on budget and ahead 
of schedule, to Ming water to 
Londoners for many years to 
come; 

■ Advanced water treatment, 
costing £480m and able to pro- 
vide even better drinking 
water than we have today, is 
being developed apace; 

■ Hundreds of sewage works 
are bring reequipped to high 
environmental standards with 
a £250m programme. 

There is more, much more - 
£4bn over, the next 10 years 
from Thames Water alone. Yet 
while we tackle this large task, 
Thames Waters offers an excel- 
lent water and sewerage ser- 
vice that is the cheapest in 
England and Wales, and 
among the cheapest and best 
in Europe. 

Britain’s water industry 
needs bow its head to no-one. 
Roy Watts, 
chairman, 

Thames Water, 

14 Cavendish Place, W1M0DJ 


Bridging the academic/manufacturin g gap 


From Dr Bruce Smith. ' 

Sir, I was surprised. to read 
in his article “No cfaance af an 
even match" (June 7 18) that 
Charles Leadbeater believes 
that the UK has no organisa- 
tions such as the German 
Fraunhofer institutes, which 
bridge the gap between the 
public academic sector and the 
private manufacturing sector. 

In fact,, the member compa- 


nies of the Association of Inde- 
pendent Research and Technol- 
ogy Organisations in the UK, 
whose combined anneal turn- 
over exneeds £300m and who in 
total employ more than 9,000 
staff; cany out just this func- 
tion to the j geat benefit of UK 

TWa^ u fartnring industry. 

It may he that Mr Lead- 
beater was .referring specifi- 
cally to the fact that the Fraun- 


hofer institutes enjoy the bene- 
fit of substantial public sector 
funding which independent 
research and technology organ- 
isations in the UK do not. 
Bruce G Smith, 
president elect. 

Association of Independent 
Research and Technology 
Organisations, ' 

BUI House, 

1 little Nets Street, London JSC4 


From Mr Volker 

Sir, The US would obviously 
prefer to limit the scope of 
review of subsidies to Airbus 
to the provisions of the subsi- 
dies codes as these, at first 
sight, appear to improve the 
US chances of demonstrating 
tbatthe subsidies are tradedis- 
torting pr ohibited ones. How- 
ever, contrary to what you 
stated ("Airbus to fight US 
moves on subsidies", June 20), 
the Gatt secretariat does not 
issue any opinion on the 
proper forum of a dispute. 

It is worth repeating that the 
code on trade in civil aircraft 
was negotiated as the more 
specific agreement, and that its 
article 6 contains pertinent 
provisions on subsidies, supple- 
menting (hose of the subsidies 
code. Thus, it would not be 
surprising if a dispute settle- 
ment panel in this case would 
interpret the provisions of the 
subsidies code in the light of 
the code on. trade in civil air- 
craft, and this regardless of 
whether the VS succeeds in 
limiting the terms of reference 
to the subsidies code. 

Indeed, international rules of 
treaty interpretation require 
that account be taken of the 
context of an agreement and of 
subsequent treaties between 
the seme parties. It would be 
contrary to the bona fide if one 
party tried to obtain by forum 
shopping a result which it 
could not obtain under the 
more specific rules. 

Volker Heegemann, 

Triebweg 119, 

D-7000 Stuttgart 80, 

Germany 


Consistency of comment on Labour education policies questioned 


From Mr Jack Straw MP. J 
Sir, Your leader, “labour's 
education" (June 4), said more 
for tW inexperience those 
who cobbled it torether than It . 
did either for Labour’s educa- 
tion policies, or. for consistency 
with the- position previously 
taken by-fhe FT. ." ■ 

Last March, for example, the - 
FT said X M ^Mmr’s plan for 
training", March 14 1990) a£ our 
19-19 policy , statement. Invest- 
ing in Britain’s Future, that it 
was "a spirited attempt to seize 
the Initiative in & sphere where / 
g ov ern m ent thinking remains 
muddied*' ft said- with 
approval that our programme 
to replace three subject A-lay- 
els (too n ar row even -for the * 
brightest academic students") 


with a ffawsnigeet Higginscm 
A-feveT reflects "an emerging 
consensus among educational- 
ists and employers” and 
seemed to support the Idea of 
^making some form & training 
compulsory*:- , . 

This time, we are told that 
eftnflar key elements in our 
recent, more detailed docu- 
ment, are “misconceived", and 
the : leader writer continues his 
curious off-beam obsession 
with our, and the CBFs, pre 
posals -for “core skills”. 

* Few newspapers did sure to 
exriose the' inadeouacy of stu- 
dent loans than the FT. Now 
we are criticised fin wishing to 
abandon this scheme, which is 
-'hath '-reducing financial sup- 
port for students in need, and 


twding the taxpayer more thaw 
the grants scheme. 

In leaders in 1967 and 1988 
the FT - was highly critical of 
opting-ont ("Hasty reform of 
education?, September 22 1987, 
arid , “Priorities for UK 
Schools", May :12 1988). The 
government, the FT said, was 
making “policy on the run", 
"slum and sink schools left 
behind would ffafl (Mr proh 
lems aggravated and their rep- 
utations diminished”. Opting 
out, the FT then said, was “Hi- 
thought-out and peripheral to 
the central Issue of raising 
standards".' Now we are told 
that opted-out schools are 
“popular and constructive 
efforts to extend choice". 

There is no recognition of 


the FTa earlier objections, nor 
ours,- that optingout is making 
the planning of schools and 
colleges, and the removal of 2m 
surplus places, well nigh 
Im pnarthle. 

It is to the "central issue of 
raising standards" that much 
of Labour’s policy is directed. 
But our policies in this area 
were simply ignored by your 
leader writer, to make his 
highly tendentious case. 

Jack Straw, 

House of Commons, 
Westminster, SW1 

Fax service 

LETTS© may be teed on 071-573 5538. 
Toot ehodd Vo eteHy lyped end not 
faendwUen- Pteee eet lex mecMne ler 
fkie reeoMJon. 


The finance ministry has 
promised to tackle specific 
abuses, including compensa- 
tion payments, which ft will 
ban by law, rather titan by 
ministerial edict. It will also 
prohibit brokers from acting as 
fund managers for Mg inves- 
tors. It will press on with the 
wholesale reform of the barri- 
ers which keep hanks out of 
the securities industry - the 
■tawnte version of the Glass- 
Steagall Act in the US. From 
spring 1963, IBJ and others will 
be free to compete in key areas 
with Nomura and the rest. 
Competition from banks 
should break some of the cosy 
agreements between brokers 
and favoured clients. 

But will these changes be 
wiimg h to create a really trans- 
parent market? Many doubts 
remain. (Me is the continua- 
tion of fixed comndssian pay- 
marts, which limits scope for 
open competition among bro- 
kers and, not surprisingly, 
leads to less healthy forms of 
rivalry, such as offering insider 
tips, and no-loss guarantees. 
Another concern is the power 
of the Mg four houses. Even 
though their own share of 
Tokyo stock p*rfi»TWP revenue 
fallow than- affiliates have 


boosted business so the com- 
bined total is still more than 50 
per cent For example, Nomu- 
ra’s corporate family inriadeg 
Kokusai Securities, the flfth- 
largest brokerage in terms of 
revenue. 

The reach of these affiliates 
penetrates related industries 
such as property, art finance 
and computer services. These 
are the brokers' version of keir- 
etsu - the industrial groupings 
which dominate sane parts of 
Japanese commerce, tt is only 
natural that group companies 
should generate business for 
each other and do favours for 
each others* clients: natural 
but often against the interests 
of fair and open markets. 

There is also the problem of 
the finance ministry itself. 
Steeped In a tradition of foster- 
ing the industries it regulates, 
it finds it difficult to stand 
back from its protegees. But 
that, says a leading Japanese 
fond manager, is exactly what 
tfm ministry must do to create 
public winfirtpnrp in the mar- 
kets. “Officials need to be 
arms’ length regulators." 

Some brokers say deregula- 
tion has already loosened the 
ties between the ministry «wd 
companies. But others say this 
is not true - the imm of 
rhnng tx; involved in liberalisa- 
tion has created a raft of new 
discretionary powers. 

Ideally, Japanese Investors 
themselves should demand 
change. Some institutions have 
been critical of aspects of the 
securities industry, notably 
attacking the big four brokers’ 
dominance. But too many Jap- 
anese fund managers — many 
working for broker-affiliated 
fffrnipawipft - fike the current 
cosy relationships. More trans- 
parency would lead to greater 

competition wmwng fund man- 
agers. Weak companies would 
not welcome such pressure. 

The best hope is that yester- 
day’s resignations of Japan's 
two most powerful securities 
chiefs will give the reform pro- 
cess a fresh impetus. But the 
danger is that the reasons for 
their departure will be too 
quickly ftwp fUo w var wwunpte , 
Mr Noboru Takeshita, who 
resigned as prime nHntagr to 
take responsibility For the 
Recruit scandal, is discreetly 
campaigning to be returned to 
nffiw* Much-vaunted political 
reforms, though under almost 
continual discussion, have yet 
to be enacted. 

Economics and finance dif- 
fers from po liti cs in that its 
boundaries are international, 
so foreign pressure can be 
applied to effect big changes, 
as has happened with import 
liberalisation in Japan. Bat 
experience shows that while 
foreign pressure can bring 
about great changes in roles, it 
does not always changa under- 
written codes and practices. 


Joe Rogaiy 

Rao’s tough agenda 



India has 
squeaked 
through what 
some of its 
politicians 
were wait to 
call a "festi- 
val of democ- 
racy" with 
one national leader assassi- 
nated. 100-plus civilians killed 
in election riots, and an incon- 
clusive result. The Congress 
party, which must bear the 
primary responsibility for the 
republic's failure to live up to 
its post-independence poten- 
tial, will take office under the 
prime ministership of a frail 
and elderly apparatchik, Mr 
Narasimha Rao. The Hindu 
revivalist Bharatiya Janata 
Party has become an effective, 
not to say formidable, opposi- 
tion. Thus has fate con- 
demned this huge and 
important subcontinent to a 
period of uncertainty and pro- 
crastination while its cohe- 
sion continues to be 
threatened and the economy 
continues to under-perform. 

The most urgent priority is 
a quick settlement with the 
International Monetary Fund 
to prevent a default on foreign 
debt repayments. That should 
in theory be easy: ail that Mr 
Rao and his new cabinet have 
to do is accept the Fund’s 
admittedly stringent terms, 
including necessary cuts in 
the budget that were cyni- 
cally exploited by Congress to 
bring about the downfall of 
the previous government In 
practice you never know: 
Delhi has no option but to 
bow to the IMF, but if it is 
true to form it will haggle 
hard, against Fund officials 
who must realise that they 
would do no one any good by 
softening the terms. 

We must assume, however, 
that a deal will be cut. It Is 
also possible to be mildly opti- 
mistic about the new govern- 
ment's economic stance. It 
will not liberalise the econ- 
omy to the extent necessary, 
but on this issue the election 
campaign, and its outcome, 
can be read as marking a 
rightwards shift away from 
the Nehru socialism that has 
smothered India’s creative 
and entrepreneurial abilities. 
This is likely to result in some 
movement towards the mar- 
ket, but nothing substantial. 

What is not on the agenda 
is a programme of privatisa- 
tion and trust-busttog, a pur- 
posive defenestration of the 


Delhi-centred bureaucracy 
and a bonfire of controls. A 
comparable strategy might or 
might not be the salvation of 
the Soviet Union if President 
Mikhail Gorbachev can bring 
himself to work one out; in 
India it could do wonders for 
a country that has the human 
resources to turn itself into 
the most powerful go-go econ- 
omy in Asia west of the Kor- 
ean peninsula. The political 
dimension likewise needs 
urgent attention The recent 
elation could not be held in 
the Punjab, owing to the con- 
tinuing violence there, both 
between Sikh moderates and 
Sikh extremists and between 

the latter and government 
forces. The slaughter of inno- 
cents by terrorists persists. 
Neither Kashmir nor Assam 
has been pacified. The world 
was alerted to the tense situa- 
tion In Tamil Nadu by the 

Delhi has no option 
but to bow to the 
IMF, but if it is 
true to form it will 
haggle hard 

assassination of Mr Rajiv 
Gandhi while on a visit to 
that state. Now Uttar Prad- 
esh, formerly a Congress 
stronghold, is to be governed 
by the BJP. If the Hindu 
revivalists choose to press 
ahead with their plan to build 
a temple on the site of a Mos- 
lem mosque at Ayodhya, then 
Delhi, governed by Congress, 
would be at odds with Luck- 
now, governed by the BJP. 
The revivalists are soft-pedal- 
ling on the temple plan, but it 
has not been withdrawn. 

At some stage India will 
have to address itself to the 
necessary decentralisation of 
its central government's pow- 
ers. The republic could give 
federation a bad name; Delhi 
exemplifies the worst night- 
mares of those who fear a 
European superstate run from 
Brussels. It is likely that seri- 
ous debate on decentralisation 
will begin if. as some Indian 
observers believe, we are now 
witnessing the terminal 
decline of the Congress party. 
Its share of the vote fell from 
39 per cent to 37 per cent In 
the election, in spite of the 
sympathy vote that swung its 
way after Mr Gandhi was 


murdered. The BJP doubled 
its share, to more than 25 per 
cent. Congress, once the 
national unifying force, is 
being encircled by opposition 
parties. 

But there is more to it than 
that There is a deep division 
in Indian society, between a 
homogenising elite speaking 
English, the Esperanto of the 
upper orders, and a vast lower 
order population looking and 
speaking with an intense ver- 
nacular hostility against some 
of the consequences of certain 
forms of capitalist develop- 
ment. The words are not 
mine, but those of Mr Sudipta 
Kaviraj of the centre for polit- 
ical studies at the Jawaharlal 
Nehru university in New 
Delhi. As I understand Mr 
Kaviraj’s closely-argued 
recent paper (Institute of 
Development Studies Bulletin 
Vol 21, no 4. Sussex Univer- 
sity). he believes that the 
more genuinely democratic 
India becomes, the more 
likely it is that ordinary 
Indians will become less will- 
ing to conform to the princi- 
ples of a secular democratic 
state as fashioned by Nehru 
and the other Congress foun- 
ding fathers. 

To my way of thinkin g this 
helps to account for the rise 
of the BJP, although that 
party is a curious mix, con- 
taining right-wing (some say 
neo-fascist) extremists among 
its fringe supporters and 
nationalist free marketeers, if 
that is not a contradiction in 
terms, at the centre. The 
Hindu movement is likely to 
take the secularist Congress 
head-on. There is also room 
for fissi parous tendencies 
among t be co-religionists, 
since they do not share a com- 
mon language, and vast 
regional disparities divide 
them. And then - but that is 
a whole other story - there is 
the politics of caste. 

There is not much that the 
rest of us can do about the 
fate of these 850m people. It 
is, after all, an amnlgam of 
ideas borrowed from the post- 
war British Labour party and 
Stalin's Russia that has done 
so much damage to modern 
India to date. We had better 
keep quiet and keep our fin- 
gers crossed. After all India, 
and even the much-maligned 
Delhi government, has proved 
gloomy outsiders wrong on 
many occasions in the past 
Here's hoping it manages to 
do so once again. 
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Polish president threatens ‘a little less democracy’ in argument over voting procedure 

Walesa may dissolve second chamber 


By Christopher BobinsU in Warsaw 

PRESIDENT Lech Walesa's clash over 
Poland’s electoral law with the Sejm, 
parliament's lower chamber, has 
brought him to one of the most impor- 
tant decisions of his career. What he 
does next could well determine the 
country's prospects for a democratic 
future. 

He said as much to an applauding 
crowd on Sunday afternoon on the 
steps of St B rigid's vicarage in Gdansk, 
bis old Solidarity stronghold. Tm on 
the borderline between sticking with 
democracy and pluralism or having a 
little less democracy". 

Today, he sets off to sound out public 
opinion on whether be should dissolve 
the Sejm and hold elections on his own 


terms, or accept a law passed by a par- 
liament he says is flawed because it 
was created in a compromise with the 
communists two years ago. 

He had "three variants” in mind, he 
said on Sunday. One is dissolution of 
parliament; be refused to reveal the 
others. 

The point at issue is obscure. Mr Wal- 
esa wants voters first to vote for a party 
and only then be given the option of 
choosing individual candidates on the 
relevant party's list 

He says his way will bolster party 
discipline and help create stable govern- 
ment majorities. On Friday, over two- 
thirds of the Sejm defied him and voted 
for an electoral law obliging voters to 


choose both party and candidate. 

Among his main opponents are for- 
mer communists, guaranteed 65 per 
cent of the Sejm’s 460 seats in the April 
1990 round-table accord, and his, own 
former Solidarity supporters such as Mr 
Bronislaw Geremek and Mr Adam 
Michnik. Mr Geremek pointed out that 
the honour and independence of this 
pa rliam ent, and of future par liaments , 
were at stake. Mr Walesa’s clash with 
the Sejm, six months after his election 
as president, comes at a critical time for 
the economy, with the polls showing 
optimism about the future at a low ebb. 

Mr Walesa’s mounting frustration, 
and the anger he showed on Sunday, is 
mirrored by last week’s opinion polls. 
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Peace signals: Ante Markovic meets Croat member Stipe Mesic before warning against the ‘destruction’ of Yugoslavia 

Yugoslav PM pleads with rebel republics 


By Laura Sifber in Zagreb 

MR Ante Markovic, 
Yugoslavia's prime minister, 
yesterday warned of economic 
catastrophe and violent ethnic 
clashes if Croatia and Slovenia 
carry out plans to declare inde- 
pendence from the federation 
later this week. 

In a desperate attempt to 
hold the country together, he 
told the Croatian parliament 
“The federal government will 
use all means available to stop 
the republics’ unilateral steps 
towards independence." 

The only instrument avail- 
able to the weakened federal 
government to stop secession 
is the Yugoslav Peoples' Army. 
So for the federal army has 
remained silent on the inde- 
pendence plans, although it 
has said in the past it would 


not stand idly by and let the 
federation fall apart. 

With the Croatian capital, 
Zagreb, decked with nationalist 
flags in the run-up to tomor- 
row's declaration. Mr Zarko 
Domljan, president of the Cro- 
atian parliament, warned yes- 
terday: "Croatia will fight the 
Yugoslav army if necessary." 

The governments of Slovenia 
and Croatia each held demo- 
cratic elections last year. Citi- 
zens from both republics over- 
whelmingly voted for 
independence from the federa- 
tion following referenda. 

Mr Markovic told Croatian 
deputies: "If the republics 
secede unilaterally, they will 
destroy the existing system 
and face international isola- 
tion. The right of secession 


must result from a democratic 
process.” 

Yugoslavia faced two 
options: “to continue the 
course of reforms, or to 
destroy, erode and decimate to 
the last atom the gristing sys- 
tem and build another an Its 
foundation.” 

Mr Markovic said more vio- 
lent clashes between ethnic 
groups were probable because 
Yugoslav citizens were heavily 
armed. 

Political differences over the 
past year between Serbia, 
Yugoslavia's biggest republic, 
and the independence-minded 
western republics have para- 
lysed Mr Markovic's pro- 
gramme of economic reforms. 

Croatia and Slovenia, Cor 
instance, no longer recognise 


the supremacy of federal laws, 
vriille the federal government 
is still without a budget 
because the republics have 
failed to agree on their contri- 
butions to it. 

Mr Markovic said he was 
proud to be a Croat, but "eth- 
nic pride should not mean the 
hatred of other ethnic groups". 
He urged Croatia's parliamen- 
tary deputies Instead to turn 
their attention to the economy. 

Croatia's government has 
introduced no significant 
reforms. The main enterprises 
have been nationalised, the 
media have been brought 
under the direct control of the 
state, and bard currency 
reserves have plummeted due 
to a collapse of the tourist 
industry. 


Imports have remained high although there are few signs of an early economic upturn 

Britain’s trade deficit worsens sharply 


By Peter Marsh, Economics Staff 


A SHARP deterioration: in 
Britain's trade performance 
last month has increased fears 
that import bills will rise alter 
the the expected recovery 
takes place. 

The deficit on UK visible 
trade in May was a seasonally 
adjusted £l.lbn (SI.79bnj. 
excluding oil and erratic items 
such as aircraft, compared 
with £858m in April, according 
to yesterday's Central Statisti- 
cal Office figures. 

The widening in the trade 
gap at an underlying level was 
due largely to higher imports, 
which rose by £147m to £9.5bn 
between April and May. 

For much of last year, the 
recession brought low demand 
and a steady fall in Britain’s 
import bill. But over the past 
six months, imports have 


stayed stubbornly high, 
although there are few signs of 
any upturn in the economy 
until around the end of this 
year. 

In May, the headline figure 
for the visible trade deficit, 
including oil and erratics, rose 
to £923m from £837m in April. 
UK exports continued their 
recent strong performance. 
They stood at £S5bn in May. 
£6im higher than in April. 

Opposition politicians said 
the figures highlighted worries 
about structural weaknesses in 
the economy, which might lead 
to strong import growth in 
imports once domestic demand 
starts expanding. 

Mr Gordon Brown, Labour's 
trade and industry spokesman, 
urged called for new invest- 
ment incentives and an imme- 


diate interest rate cut to help 
industry, enable UK industry 
to boost output. The Liberal 
Democrats said the trade fig- 
ures showed "just how weak 
Britain’s industrial base has 
become". 

The government concen- 
trated on the UK's strong 
export record and the general 
improvement In the trade per- 
formance over the past year. 
Mr John Maples, economic sec- 
retary to the Treasury, Baid on 
BBC radio that he was particu- 
larly encouraged by the good 
growth in manufactured 
exports. 

The CSO sprung a surprise 
by estimating that earnings on 
invisible trade - from services, 
government transfers and 
banking payments - provided 
Britain with a surplus of £400m 


hi both April and May. 

The figure is much higher 
than the £77m surplus for 
invisibles which the CSO has 
estimated for each of the first 
three months of 199L Accord- 
ing to government statisti- 
cians, the higher figure is justi- 
fied mainly because payments 
from other countries to the UK 
to help cover the costs of the 
Gulf war will be roughly twice' 
as high during the second 
quarter as In the first On the 
basis of the invisibles esti- 
mates, which are subject to 
large revisions, the deficit on 
Britain's entire current 
account rose from £437m in 
April to £523m in May. 

Details, Page 7 
Markets, Page 33 
Lex, Page 22 


Punctured pride puts Porsche in the pits 


By John Griffiths In London 

EUROPE’S prestige car 
Industry yesterday suffered 
the second puncture to its 
pride within 24 hours when 
Porsche, the German sports 
carmaker, disclosed it was 
withdrawing temporarily from 
grand prix raring. 

News of Porsche's with- 
drawal came os Jaguar. Mer- 
cedes, Peugeot and other Euro- 
pean rivals were still smarting 
from the first outright victory 
by a Japanese car at the Le 
Mans 24-hour race on Sunday. 

Both events underscore the 
severity of the Japanese chal- 
lenge faring Europe's prestige 
carmakers and raise questions 
about the ability to survive of 
smaller specialist producers. 


The defeat of Europe's finest 
at Le Mans by a rotary-en- 
gined Mazda 362 has poten- 
tially profound consequences 
for sales as Japan’s carmakers 
seek an increasing share of the 
world’s sports and luxury car 
markets. 

In the past European manu- 
facturers have used the gruel- 
ling race as evidence that they 
still have the edge in engineer- 
ing and technology over Nis- 
san. Toyota and other Japa- 
nese makers which have 
previously challenged unsuc- 
cessfully at Le Mans. 

Mr Max Mosley, president of 
the vehicle manufacturers 
commission of FISA, the world 
governing body of motor 


sport, said last night: “Le 
Hans Is all about images of 
reliability, solidity and tech- 
nology. Using conventional 
marketing means you could 
expect it to take a Japanese 
manufacturer at least 10 years 
to attain the same sort of 
image as Mercedes. Winning 
at Le Mans will have short- 
ened that considerably.” 

Porsche’s grand prix partici- 
pation has been limited to 
engines, which have been 
used - with conspicuous lack 
of success - only by the Foot- 
work team, owned by Japanese 
millionaire Mr Wataru OhashL 

So (hr this season, the two 
Footwork cars have both qual- 
ified for the starting grid only 


once and neither has finished 
a race. 

Porsche said the Footwork 
team would use Ford Cosworth 
engines while Porsche carries 
on farther development of car 
and engine away from the 
grand prix circuits. Porsche 
hopes to have the engines com- 
petitive In time for the Japa- 
nese grand prix in late Octo- 
ber. 

The grand prix debacle Is 
the second in motor racing for 
Porsche within the past two 
years. Last year it made a 
highly publicised venture Into 
Indianopolis-style racing in 
the US hot its cars and engines 
were uncompetitive on the 
high-speed banked circuits. 


Sununu 
runs risk 
of political 
oblivion 

By Lionel Barber 

in Washington 
MR JOHN SUNUNU, the 
imperious White House chief 
of staff. Is mi extended proba- 
tion following fresh contro- 
versy over his use of corporate 
jets and other travel arrange- 
ments. 

A rare public apology at the 
weekend probably saved Mr 
Sunmra’s job, but the betting 
yesterday was that another 
slip could be fataL Evan if he 
remains in his - post, Mr Sun- 
unn’s power and bis relation- 
ship with US president George 
Bush appear to have been seri- 
ously damaged. 

The immediate eause of Mr 
Suuunn's difficulties stems 
from revelations about his nse 
of expensive military aircraft 
for activities ranging from ski 
trips to visits to his dentist In 
the past six weeks a steady 
stream of stories has appeared 
about Mr Son ana’s travel 
arrangements, including a trip 
to New York In a government 
limousine to attend a stamp 
auction. 

Enemies of the former New 
Hampshire governor - and he 
has numerous foes inside the 
White House - have subjected 
Mr Sununu to a kind of “death 
by a thousand leaks”. The 
most damaging story came 
last week when the Washing- 
ton Post reported that that Mr 
Sununu’s staff might have 
misled the White House coun- 
sel, or chief legal adviser, 
about the use of corporate Jets 
which risked violating “con- 
flict of interest” provisions. 

But none of these rank as 
first-degree offences- Members 
of Congress constantly fly free 
of charge, courtesy of large 
corporations and political lob- 
bying groups. 

Most observers believe Mr 
Son ana’s travails are the 
result of his bullying manner 
and his steady accumulation 
of power, both of which have 
reportedly irritated cabinet 
members such as Mr Nicholas 
Brady, treasury secretary, and 
Mr Samuel Skinner, transpor- 
tation secretary. 

Mr Bush Is partly to blame. 
His focus on foreign affairs 
has allowed Mr Sununu - in 
tandem with Mr Richard Bar- 
man, budget director - to run 
domestic policy virtually 
unchallenged. In his role as 
micro-manager, Mr Sununu 
dresses down speech- writers, 
belittles members of Congress, 
and regularly thumbs bis nose 
at the Washington press estab- 
lishment 

His supporters point out 
that Mr Bush, whose work- 
habits are often as fractured 
as his syntax, needs a discipli- 
narian chief of staff. The chief 
of staff's other big selling- 
point Is that he serves as a 
lightning rod for conservatives 
who have never treated the 
president as one of their own. 

All this still leaves unex- 
plained why Mr Snnnnn, 
whose job is primarily admin- 
istrative, believes it Is so 
Important to travel outside 
Washington to attend local 
Republican party rallies and 
fund-raisers. 

Some critics suggest that his 
aim may be to build up 
enough contacts to run for the 
White House In 1996, . More 
plausible is the view that Mr 
Sununu wants a prominent 
role in Mr Bush's re-election 
campaign in 1992 and is there- 
fore acting as a quasi-national 
Republican party chairman. 

Mr Bush, whose instinct is 
to stick by bis own staff owes 
a special debt to Mr Sununu 
because he is widely credited 
for helping him win the cru- 
cial primary election in 1988, 
salvaging Us campaign. 
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He has slipped 6 percentage points in a 
month and is outdistanced by his arch- 
rivals, such as Mr Michnik, Mr Jacek 
Karon, even the lacklustre Mr Mazo- 

wiedd. 

Mr Walesa's goal seems to be to trim 
parliament’s powers. TU show you how 
tired people are of all your nattering In 
parliament,” he said on Sunday, urging 
the crowd to raise their bands in sup- 
port. Most did. 

He may consider dissolving parlia- 
ment, hut by law can only do so if it 
fans to pass a budget, approve a new 
cabinet or act to hinder him in his 
duties. Dissolving parliament would be 
tbe first unconstitutional act of bis 
presidency. 


The scandals in the Tokyo 
securities industry could 
scarcely have come at a worse 
rime, such abuses have hap- 
pened before and doubtless will 
again, The difference fin's time 
is that they come in a falling 
market. In the past three 
weeks, the Nikkei index has 
dropped by 8 per cent, equiva- 
lent to 200 points off the FT-SE 
or ISO paints off the Dow. More 
important, the Tokyo market 
has been falling relative to 
other markets for 16 months. 
Compared with the FT-A World 
Index, it is now back precisely 
where it was five years ago, 
having gone through the cycle 
of speculative boom and bust 
two years behind everyone 
rise. 

The trouble about the latest 
downward lurch is (hat it risks 
putting fresh pressure on the 
capital adequacy of the Japa- 
nese financial institutions. For 
other world markets, this is 
once more raising the familiar 
spectre of the repatriation of 
Japanese investment funds and 
the recalling of Japanese bank 
loans. One cannot be exact 
about the level at which this 
becomes a danger but on some 
accounts, the Bank of Japan 
would see yesterday’s 
approach to 234)00 on the Nik- 
kei as risky already. 

If the system were to show 
serious signs of strain, the 
Bank coukT simply nlqch inter- 
est rates. But in terms of 
broader monetary policy, this 
would be rather at odds with 
the continued rise in the dol- 
lar. On a more basic level, in 
the past 18 months the Tokyo 
market has shown itself vul- 
nerable to an extent unknown 
in the previous quarter cen- 
tury. It may be an exaggera- 
tion to say that the market will 
never be the same again. But it 
is certainly finding fundamen- 
tal values hard to re-establish. 
Foreign investors, furnished 
with the latest evidence on 
how the markpt really works, 
may ask themselves whether it 
was ever based on fundamen- 
tals in the first place. 

UK economy 

The latest dutch of UK eco- 
nomic statistics may offer 
some evidence that the reces- 
sion is at last bottoming out. 
But there are also further dis- 
turbing signs that the recov- 
ery, when it comes, will be 
anaemic. Gross corporate trad- 
ing profits as defined by .the 
government were 22 per cent 
down in the first quarter from 
their peak at the end of 1988. 
While part of the drop is 
clearly cyclical. It is also a 
measure of how far the corpo- 
rate sector has borne the brunt 
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of rfkrfuflaHnn This trend will 
have to be reversed to produce 
a revival in investment and 
sustainable growth, bnt that 
will be exceedingly painful in 
the straitjacket of the ERM. It 
will require a sharp reduction 
in mit labour costs, in turn 
implying a prolonged and sav- 
age squeeze on real wages. 

That is one more reason why 
monetary conditions may have 
to remain tlgK even Umug h 
the CBFs latest survey of man- 
ufacturing output prices points 
to good news on the inflation 
front. Although the equity 
market is now well aware of 
the short-term constraints 
imposed by the exchange rate, 
it may not yet fully have 
digested the possibility that 
the promised rebound in corpo- 
rate earnings next year will be 
aborted. 

Even, if tbe CBI is right that 
manufacturing output will fan 
more slowly over the next four 
months, the recovery thereaf- 
ter is unlikely to be strong 
enough to generate much of a, 
boost to productivity. It is dis- 
quieting that even the merest 
gfimiiw of fight at the of 
the tunnel has produced a dete- 
rioratlon in the trade figures, 
with the visible trade deficit, 
excluding oil and . erratic items, 
rising by £243m to £l.lbn 
between April and May. 

UK drinks 

The recognition that Test 
cricket is not the only victim of 
a wet summer, was one reason 
why shares in Bass, Allied 
Lyons and Grand Metropolitan 
fell twice as ter as the Footsie 
yesterday. The other was Justi- 
fied fear that EC finance minis- 
ters would agree minimum 
rates of excise duty on alcohol, 
thereby pushing uqp the price of 
Scotch whisky in Mediterra- 
nean markets by ESL5D a bottle. 

Spaniards and Greeks have 
been among the most enthusi- 


astic Scotch drinkers in recent 
years, doubling their consump- 
tion since the mid 1960s. Along 
with Italy and Portugal where 
excise duties are also below the 
proposed EC nrfnimnm, these 
two countries accounted for a 
mouth-watering 14 per cent of 
all Scotch knocked hack in 
1990. GrandHet, whose J and B 
Rare accounts for one third of 
the Spanish market, and Allied 
Lyons, whose BaHantine brand 
boasts a 25 per cent share, are 
likely to be among those com- 
panies worst, hit if this heady 
growth comes to an end. Guin- 
ness, on the other hand, which 
receives four-fifths of Its pre- 
tax profits from spirits, has 
always had a relatively weak 
position In southern Europe. 
Its shares yesterday merely 
reheated in line with the mar- 
ket 

Whatever the special plead- 
ings of the Scotch whisky 
industry, minimum OTfigp doty 

rates , look Inevitable if trade 
distortions are to be curbed 
once EC borders disappear in 
1993. Although negotiations 
were continuing in Luxem- 
bourg last night. It looks 
unlikely that the UK govern- 
ment will go to the wall to 
defend the Scotch producers. 


The messages emanating 
from tbe government and tbe 
City on how best to conduct 
the secondary sale of BT 
shares have been well and 
truly scrambled. Confused 
investors should close their 
ears until the signals are 
clearer. If Whitehall does away 
with underwriting, so much 
the better for taxpayers. After 
all It cost a great deal of their 
money to float BT In the first 
place. But .one wonders 
whether the government is 
simply trying to drive under- 
writing tees down, rather than 
oat Underwriters saved tbe BP 
sale in 1987. In the event of a 
market collapse this time, a 
deal without underwriting 
would iave.to be postponed, no 
doubt costing much more than 
the suggested £SQm tee. 

As for the idea of selling 
shares to the public at a dis- 
count to the prevailing BT 
price, this is not innovative but 
merely obvious. Nor is it likely 
toachieve the objective of wid- 
ening the shareholder base. 
Presumably any discount can- 
not be so large that it puts 
existing shareholders at a dis- 
advantage. At best, it might 
offer investors the chance to 
buy new shares without the 
equivalent of dealing costs. 
That scarcely looks enough to 
draw in an audience hooked ou 
a diet of instant returns. 


The Berlin Hedge 
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German Equity Market Index 
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Against a gloomy 
t background of falling 
yQ car sales there has 

***J//L^ been a tightening of 

B €-3 A the competitive : 
screw. Furthermore, the Japanese 
are challenging the strong grip that 
European groups have maintained 
on the world’s executive car 
markets. John Griffiths reports 

The party is 
over, for now 


AFTER - eight years of 
expanding sales; the good 
tunes have come to an end for 
executive car makers in almost 
every market except Germany, 
where unification continues to 
allow some growth. 

In its latest world automo- 
tive forecast report, analyst 
group DRI/McGraw-Hill 
expects new car sales sales in 
western Europe to foil by 22 
per emit this year, with the 
executive sector suffering com- 
mensurately. In the US, the 
single most valuable market 
for executive and luxury cars, 
the imposition of a luxury 
goods tax from the start of this 
year has acted as a damper on 
sales. And even in Japan, 
where the European prestige 
carmakers - particularly Mer- 
cedes, BMW mid Audi - had 
been enjoying a good sales, vir- 
tually all sectors of the car 
market have gone fiat 
Against this background 
there has been an inevttable 
sharp tightening of the compet- 
itive screw, particularly now 
that Japanese manufacturers 
have begun in earnest , their 
formidable challenge to the - 
near-stranglehold ' European 
manufacturers have main- 
tained on ther world's prestige 
car markets. -V.; • - 

Toyota’s Jjenrsxuogft'ayear 


after its launch, is challenging 
Mercedes and BMW in volume 
terms in North America, with 
Nissan’s Infinitt range less suc- 
cessful but still spiting hi gjg-" 
nifleant numbers. Honda has 
begun moving into the garwa 
sector with new, larger and 
more powerful saloon and 
coupe versions of its Legend. 
Mazda is well advanced with 
preparations for its own luxury 
dealer network in North Amer- 
ica, codenamed Pegasus, with a 
recently unveiled model in 
Japan, the Sentia, as poten- 
tially the first of a “three-car 
Pegasus range. 

The competitive pressures 
are continuing the restructur- 
ing in the European executive 
car industry, with Jaguar 
owned by Ford, loss-making 
Saab Automobile half-owned 
by General Motes and Volvo 
forging an alliance first with 
Renault and through the 
Dutch-based Volvo Car BV, 
with Mitsubishi of Japan. 

There is ah increasing ele- 
men! of “if you cant beat ’em, 
jean ’em" about the industry. 
Even Mercedes has let it be 
known in the past few days 
that it is talking with Mitsubi- 
shi about a joint project for a 
. tricha vehicle, an upmarket off- 
reader to rival the UK’s Range 
Rover. ' 



This emerged at the same 
tiiwi as the German luxury car 
maker was disclosing a fall of 9 
per cent in its pre-tax profits 
last year - this reflected more 
the adverse movement in cur- 
rency rates against the D-mark 
and the high development 
costs of the new S-Class cars, 
just launched, than falling 
sales. Indeed, in common with 
other German prestige car 
makers BMW and Audi, it 
increased sales last year, 
against a sharply faffing trend 
for many other producers. 

The world market decline is 
worrying because luxury 
vehicles are of high value, offer 
the potential of high profit per 
unit, and in Europe at least 
accountfar a significant sector 
• of the market According to the 
Economist Intelligence Unit, 
large and luxury car sales 
account for 13 par cent of the 
market in the UK, 27 per cent 
in Germany, and 16 per cent 
for western Europe or well 
over L5m sales a year. . . 


The one consolation for the 
producers is that the good 
times of the 1980s have left 
them in much better shape 
financially to meet the current 
downturn, which in any case is 
expected to be relatively 
short-lived. 

For consumers, there is little 
but benefit an ever-widening 
array of models at prices likely 
to be held increasingly in 
check by competition. Manu- 
facturers and their dealers are 
being obliged to invest heavily 
in upgrading after sales and 
service operations to meet the 
higher standards : being 
demanded by consumers. 

Within Europe on* of the 
biggest i ssues faring manufac- 
turers is pricing, which is the 
subject of investigations by the 
UK’s Monopolies and Mergers 
Commission and the EC Com- 
mission. They are inquiring in 
particular whether prices are 
disproportionately high in 
some E C mar kets (most nota- 
bly the UK) relative to others; 


whether absolute levels are too 
high in the absence of unres- 
tricted competition from the 
Japanese - a move which one 
study by the UK's National 
Consumer Council suggests 
would cut Hie price of an aver- 
age car by £2,000 - and 
whether the EC system allow- 
ing new cars to be sold 
through exclusively franchised 
dealers is a contributor to high 
pricing. 

The MMC report, due later 
this year, is expected to influ- 
ence the EC investigation, the 
findings of which will not be 
made known until later. How- 
ever, the MMC has concluded 
that some pre-tax prices in the 
UK are more than 50 per cent 
higher than in some continen- 
tal markets. Ia the executive 
sector, an example from the 
still-confidential study is the 
pre-tax price of a BMW ranging 
between £9,086 in France to 
£12,678 in Ireland. 

This controv e rsy , in the view 
of some large dealer groups, 
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seems likely to change the 
ways in which cars are sold in 
the EC, through networks of 
exclusively franchised dealers. 

Some dealers believe that, as 
manufacturers are forced to 
relax their tight controls on 
who may sell their cars, so 
very large dealer groups will 
emerge operating more like 
supermarket chains. 

What an increasing number 
of surveys - sparked by the 
rapidly approaching EC single 
market - establish beyond 
doubt is that the company car, 
particularly at executive level 
is deeply entrenched not just 
in the UK, as a succession of 
chancellors bent on stamping 
out the ’perk’ car seem to 
think, but throughout Europe. 

With the notable exception 
of Switzerland, where only one 
in three directors appear to 
receive a company-supplied 
vehicle, most EC countries are 
not far behind the UK In the 
provision of executive cars, 
according to one * survey 


by Monks Guide/Lease Plan. 

However, this has not 
stopped a further sharp turn of 
tiie taxation screw in the UK, 
where 66-65 per cent of cars are 
sold to the business sector. 
Higher taxation on the benefit 
to an executive of the private 
use of his company car has 
serious implications for execu- 
tive car makers. The search for 
cost and tax savings is expec- 
ted to lead to much more 
emphasis on cars of no more 
than two litres, and priced 
below £19,250 a threshold for 
increased taxation. 

No less worrying for volume 
manufacturers with a sizeable 
stake in the executive car mar- 
ket is the increasing number of 
executives who could advanta- 
geously swap their company 
cars for salary in lieu, with 
potential fi nan rial savings for 
the company. Implicit in such 
a move, were it to become 
widespread, is much wider 
choice of cars and possibly a- 
diminution of the dominant 
role played by cars such as 
Ford’s Granada/Scorpio. 

Memories of the 1979-60 oil 
crisis were quick to fade, as a 
result of which much of the 
emphasis within the executive 
and luxury car sectors during 
the 1980s has been on ever 
higher trim and equipment 
specifications , and ever 
increasing on-road perfor- 
mance. Senior industry execu- 
tives within both the North 
American and European indus- 
tries say they believe the 1990s 
will produce a shift in empha- 
sis towards safety, greater fuel 
economy, and environmentally 
cleaner cars - priorities 
driven not by market demand 
but legislation. 

As Is so often the case, the 
catalyst for such sea-change is 
being provided by California, 
which has some of the world’s 
most acute air pollution prob- 
lems. The inoeasingly draco- 
nian exhaust emissions stan- 
dards being set by this 
important region for all car 
manufacturers have lifted 
emissions to the top of manu- 
facturers’ concerns, along with 
fuel economy. 

The latte is stimulated by 
the increasing likelihood of 
federal US legislation requiring 
CAFE (corporate average tael 
economy) standards approach- 
ing 40 mpg by the turn of the 
century, compared with 27.5 
mpg now. 
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Most car advertisements are written 
by individuals (or committees) whose con- 
cern is limited to one specific marque. 

This one is written by people of vast 
experience, who are paid to be entirely 
objective . . - Motoring Journalists. 

These are a selection of the impres- 
sions gained by the ladies and gentlemen of 
the press, when driving the new 24 valve 
32 litre X[6. 

“After driving the other cars, the 
jaguar, fast, refined and wieldy, always 
felt chat extra bit special! 

GIRMgatnu, Ftbnmiy 1991 (Son&arng II hootry saloons). 

‘Real performance muscle . . . the 
XJ 6 3-2 buyer gets 200 hhp, which gives 
a maximum of 132 mph and 8.5 seconds 
for the sprint k> 60 mph! ml « SW»4* 

-i HMXFOWBI 

XJ6 A3 CABU.T57 I 5w<rs awis; 

■HWTMCMMWr 

1 

mtaacCTussr Mturwwg i^; — 

wwTwcAamr imur w 4000 1^ ~~ 

MBCaoOSrNQWOaCBT — 


xjiuexnursT 




AitAJRE S*rr of values. 


j m c s Ba sr wowzaaim \ m 

‘An effortlessly fast performer . . . 
supremely relaxed and relaxing on the 
motorway! 

"The all disc braking is superb! 

AuocarGrMugt 

“The XJ6 exudes class and breeding! 

TlthtJtpniiltnL 

" The greatest sense ofweil-beingand 
superiority is enjoyed in the Jaguar! 

"Fx>r pace, agility, and the sheer sense 
of occasion that comes from driving it, the 

X[6 is now a very hard package to bear! 

WbrCa? 

But perhaps the most succinct 
opinion was given by Frank Rage, writing 
in the Mail on Sunday. & 

“It looks terrific! 

3CJ6 3«2 UTTItE 


for FURTHER INFORMATION TEL: 0800 800 









The UK car market can be divided into the 
haves and the have nots. John Griffiths reports 
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THE UK car market is divided 
sharply into haves and have 
nets: those who have cars pro- 
vided by the company and the 
40 per cent or so of drivers who 
buy their own cars, out of 
after-tax income. 

The have nots are disadvan- 
taged on several fronts. In the 
current climate of recession, 
with car advertising pitched 
heavily towards special offers 
and discounts in an effort by 
manufacturers to lift flagging 
sales, private buyers tend to 
think they've done well by 
extracting a 10. 12.5 or some- 
times even 15 per cent discount 
on their purchase. 

What they tend not to realise 
is that most are still helping to 
subsidise the purchase of cars 
by business. 

Earlier this year the Retail 
Motor Industry Federation, 
representing the bulk of the 
UK’s 7,500-strong franchised 
dealers, published a report 
pointing out that the volume 
car manufacturers are increas- 
ingly by-passing their dealer 
networks to do" direct deals 
with some big fleet operators, 
those buying several thousand 
cars a year. 

Some of those deals, said the 
RM3 report, entailed discounts 
of 35 per cent or more - dou- 
ble the margin most manufac- 
turers give their own dealers. 

Increasingly large discounts 
on company cars work against 
private buyers because manu- 
facturers are encouraged to 
increase list prices by more 
than the rate of inflation (by 
over 12 per cent last year) to 
provide a higher base for the 
deep discounting to fleets. 
Worse, the sheer volume of 


cheaply-purchased company 
cars decanting into the used 
car market reduces the resale 
value of cars bought privately. 

The peace of mind factor is a 
significant benefit to the com- 
pany car operator. 

It includes not having to 
worry about renewing tax or 
insurance, usually having the 
car picked up for servicing by 
a garage and delivered to home 
or office, and not having to 
worrying about the large, 
unexpected repair bills which 
can be the bane of a private 
motorist's life. These have all 
served to make the car among 
the most valued of an execu- 
tive's perks. 


Most analyses predict 

there will be greater 
selectivity of who will 
be entitled to cars 

geww*jni.mj- m "vy-. 

The question is, after several 
years of an increasing taxation 
squeeze on the company car 
perk, has Chancellor Norman 
Lamont's Budget of just under 
three months ago at last made 
the tax burden outweigh tbe 
benefit? 

Mr Lamont's Budget raised 
the tax scale charge by 20 per 
cent, but, more significantly, 
imposed a National Insurance 
charge on employers for the 
benefit employees enjoy from 
private use of company cars. 

Even though the tax scale 
charge to users has risen by 
2S0 per cent since the 1988 Bud- 
get, the benefit to most 
employees is still considerable. 
The assessed total benefit this 


year, according to the Trea- 
sury, is £5.9bn - but tax paid 
by employees, many on the 40 
per cent rate, is equal to just 25 
per cent of that benefit. 

In terms of costs to the com- 
pany. rather than most users, 
the figures do not look so 
attractive. 

Analyses by accountants 
Coopers & Lybrand Deloitte. 
the Stoy Benefit Consulting 
group and others indicate that 
it could be financially advanta- 
geous for many companies to 
provide a cash alternative to 
their executives' cars - even if 
making the switch can be full 
of VAT and other pitfalls 

At the highest end of the 
scale, in the case of senior 
directors or company chairmen 
running cars costing more 
than £29,250, calculations by 
Coopers show that the com- 
pany could arrange the funds 
for such personnel to buy their 
own cars - of identical specifi- 
cation to that previously pro- 
vided by the company - and 
operate them at no financial 
net loss or gain to themselves, 
yet still save more than £3,000 
a year. 

The saving to the company 
is made possible by the very 
high assessed benefit directors 
and executives must pay on 
cars costing above £29.250 and 
travelling less than 2,500 miles 
annually on business, together 
with the new element of 
National Insurance contribu- 
tions payable by the company. 

As Mr Russell Thoms of Coo- 
pers points out this is an 
extreme case. Coopers' calcula- 
tions show that there are mar- 
ginal savings to be made by 
companies in buying out the 
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The cost of a 
company car 
to a British 
company over 
3 years (£) 

Source Coopers & Lytrarrf DetoiJw 
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A B C 


ABC 


A B • C 


Business mileage 

60,000 



10,000 



6,000 

Private mileage 

15,000 



26.000 



30,000 

Purchase cost (£)* 

10,098 



14,679 



. 36,400 

Residual 

3,506 



6,777 



18,566 

Running costs** 

15.778 



16,394 



' 32,255 

Cost of car 

15,777 

15.777 

15,563 

16,395 

16,395 

11,789. 

32,252 32,252 21,670 

Plus: 

Employers' NIC*** 

395 

328 

.306 

1,014 

1,23 1 

1,376 

4,446 -2,795 ■ 1,695 

Unrecoverable VAT 

42 

42 

42 

106 

105 

105 

158 158 • 158 • 

Less: 

Recoverable VAT 

(784) 

(591) 

(591) 

(449) 

(310) 

(310) 

■ (676) (426) .. (426) 

Corporation tax relief 

6,350 

5523 

5,446 

5,780 

5,954 

6,462 

'12,162 11,758 7,903 . 

Net cost of car 

10,079 

10,032 

9,875 

11,285 

11,467 

12,498 

24,017 23,021 15.193 

Employee: 

Benefit of car 

3.795 

3,155 

2,942 

8,750 

11,841 

13,235 

42,750 26,877 16,294 

Tax due 

949 

789 

736 

3,900 

4.738 

5294 

'17.100 10,751 ' 6£18 

Additional payment 
to employee 



-213 



+1,394 

, '—10,582 


' After discount **fncJ- depredation, maintenance, fuel. Insurance and interest — Assumes no further increase In employers* Nl on car benefit 
A= company owns car B= company funds employee to buy car C= paymaof to onpk»yee leaving Him no better rtot woree off tot 1 f in anc in g Own-car 


The effect of the increases: in scale 
charges of the past threfi „ 

with the imposition of National in 
for the first time from next year. have U’- 
many cases created a dear financi^ 
advantage to companies to buy o0 * ” 
cars ofsome, at least of pieir execute. 

The table shows that the . st 5°°®5' 
argument in favour of such a ui? _ 
applies to highly paid directors operating 
their expensive. £29,250-plus cars ■ °' 
fewer than 2,500 business miles per 
annum. In the example of the Jagua* 
driver the company could provide tnc 
director with the funds to buy and operate 
such a car at no financial net loss or gam 
to the individual, yet save more than 
£3,000 per year. 

There is a marginal benefit for the com- 
pany in reimbursing the higb*mueage. 
essential business user (left) for operating 
his own car. The situation is much more 
problematical for the middle-ranking 
executive (centre), where a buy-out would 
in many cases appear uneconomic. 

Column A represents the costs that 
might be incurred by a company in pro- 
viding a car for an employee's private and 
business use, together with the resulting 
tax liability for the employee- Column B 
analyses the same costs of motoring from 
the company’s and employee's positions, 
as If the employee bad been reimbursed 
with the running costs in column B. 

Column C indicates the amount of any 
salary increase and deductions necessary 
for the employee to be left neither better 
nor worse on by being paid cash. The 
deduction can arise because the employee 

miv haoA a Imnar lav Kill fm m lisinz his 


cars of high-mileage users, but 
in the middle ground, the cost 
and tax position for the typical 
manager's car cannot yet be 
improved by a cash alterna- 
tive. 


Increasingly large 
discounts on company 
cars work against 
private buyers 


Savings can be increased by 
other means, such as opening 
company accounts at garages 
for executive-owned cars, 
rather than reimbursing indi- 
viduals for the bills incurred - 
not only because of the greater 


bargaining power of a com- 
pany, but because reimbursed 
bills would attract employers' 
NIC charges. 

Even now, many companies 
are still in the process of ana- 
lysing in detail, probably for 
the first time since the execu- 
tive car perk began proliferat- 
ing in the late 1970s, what poli- 
cies they should adopt post-Mr 
Lament’s Budget. 

Some have made up their 
minds not to change, mainly 
because the car is seen as such 
a valuable tool for attracting or 
retaining staff. Abbey 
National, which runs a fleet of 
several thousand cars, says it 
has “no intention of changing 
our company car structure 
because of the Budget” 


Most analyses of the situa- 
tion facing companies and 
executives relative to their 
cars predict that there will 
henceforth be greater selectiv- 
ity in terms of who will be enti- 


The peace of mind 
factor is a significant 
benefit to the company 
car operator 


tied to cars; curtailment of free 
fuel for employees' private 
motoring; restrictions on price 
or engine size, and the con- 
tracting out of the manage- 
ment of fleets through competi- 
tive tender. 


Some snares await the 
unwary, particularly compa- 
nies seeking to offer a gener- 
ous settlement to buy out com- 
pany cars. 

They risk running foul of a 
judgment (Heaton vs Bell) 
under which a company's valu- 
ation of the cash benefit takes 
precedence over the official 
scale charges and could be 
applied to all other cars in the 
company fleet, thus raising the 
tax bills of even executives 
planning to keep their cars. 
Even more alarming is the 
stance being taken on VAT by 
HM Customs and Excise. 

It maintalnes that if execu- 
tives are offered a cash option, 
but only a few take it up, those 
who choose to retain their cars 


have opted to accept a supply 
from the company which is lia- 
ble to VAT. 

In other words, even if just 
one employee among 1,000 took 
up a cash option offered to 


The tax scale charge 
to users has risen by 
280 per cent since the 
1988 Budget 


everyone, the other 999 would 
be subject to VAT at 17.5 per 
cent on the total sum offered 
as a cash substitute for the car. 

It is not expected to be long 
before the Customs and Excise 
view is tested in the courts. 




The price of a 2-1 lire Renault 26 IX in the UK (on October 15, 1990) was £11,780 compared with (at the then prevailing exchange 
rates) £8,840 in Germany, £9,999 in Belgium, £8,809 In the Netherlands and £11,733 In France. The British price was 33.7 per cent 
higher than the Dutch price 


Car makers’ pricing policies are under close scrutiny and the various studies are arousing controversy. Kevin Done investigates 



unravels complex supply monopolies in the UK 


CAE makers’ pricing policies 
across Europe and in particu- 
lar in the BE are coming 
under heavy scrutiny with 
investigations launched by 
both the UK Monopolies and 
Mergers Commission and by 
the European Commission. 

The MMC report is expected 
to be sent to Mr Peter LUJey. 
the UK Secretary of State lor 
Trade and Industry, in early 
August, bnt publication of 
part of the confidential prelim- 
inary research conducted for 
the MMC has aroused serious 
controversy- 

The study prepared for the 
MMC claims that in excep- 
tional cases P^tax car prices 
charged in the UK are more 
than 50 per cent higher than 
! n certain other European 
markets, wUl« ‘ “ general 
prices are P« cent 

higher in the UK. 

The Monopolies and Mergers 
Commission, which is investi- 
gating daims that car makers 
chanre e»*SS» ve P nces 111 tfa e 
USh^pre visioriaJl5 ' con ' 
clu’aed tit at least t*o 
so-called "complex monopo- 
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££ rtkfc “Prevent, restrict 
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leo^b^^cwitreversially: 
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the UE outlining its provi- 
sional conclusions and detail- 
ing the supporting evidence it 
has gathered in the last 12 
months. The MMC has still to 
decide whether the “complex 
monopolies” it has identified, 
operate against the public 
interest, and whether the gov- 
ernment should take action. 

The industry is responding 
to these findings, before the 
MMC publishes its final 
report, but it has been fiercely 
critical of some of the method- 
ology used by the MMC and its 
research consultants and has 
disputed the preliminary find- 
ings. 

The industry has claimed 
that previous studies, such as 
those made by European con- 
sumer organisations, have 
failed fully to take account of 
important factors that distort 
prices across Europe such as 
varying car taxation rates, dif- 
fering model specifications, 
exchange rate movements, and 
discount levels. 

Car pricing is a highly sensi- 
tive issue for car makers in 
Europe. The two investiga- 
tions under way are expected 
to play a vital role in the Euro- 
pean Commission's review of 
the present “block exemption”, 
which allows car makers to 
employ selective distribution 
systems in Europe contrary to 
EC competition regulations. 

The 10-year block exemp- 
tion. which was granted until 
1995, is conditional on pre-tax 
car prices not varying between 
EC member states by more 
than 12 per cent in the 
long-term and by more than IS 
per cent for periods of less 
than a year. 

The line of attack taken by 
the MMC inquiry to date 
threatens to undermine long- 
eatrenched restrictive car pric- 
ing and distribution practices 
in the UK and could lead to a 
revolution In the 1990s in the 
way cars are retailed. 

Under the selective distribu- 


tion “complex monopoly” the 
MMC questions a series of car 
makers' existing practices 
including: 

• The granting of exclusive 
sales territories. 

• Limi ts placed on the num- 
ber and locations of dealer- 
ships allowed to individnal car 
retailer groups. 

• Prohibitions on selling 
competing makes at the same 
site. 

• Refusing to supply new 
cars for resale except through 
the supplier's franchised 
dealer system. 

• Offering in the UK only 


part of car range available in 
other parts of the EC market 
• Offering specified classes of 
customers discriminatory dis- 
counts unrelated to cost 


the motor industry has been 
made uncomfortably aware 
that a tide of evidence is build- 
ing up to suggest that motor- 
ists are paying significantly 


The range of price differentials varies from 
one car maker to another, suggesting that 
some have less to fear than others from the 
MMC and European Commission investigations 


As the MMC's 12-month higher prices for new cars in 
inquiry into the distribution Britain than in other markets 
and pricing of new cars in in Europe. 

Britain enters its final stage, Pan-European car price com- 


Westem Europe executive car production - 1990 


parisons have proved a mine- 
field in the past, and the car 
makers have - often with jus- 
tice - been able to pick gap- 
ing holes in the evidence gath- 
ered, which at first sight 
appeared to confirm the casual 
impression that car prices in 
the UK are significantly 
higher than in other European 
markets, such as Germany, the 
Netherlands or France. 

The latest evidence of exces- 
sive UK car prices has been 
assembled in a study commis- 
sioned by the MMC for its 
inquiry and prepared by Lud- 
vigsen Associates, the UK- 
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based automotive consultants. 

Tbe MMC and Ludvigsen 
Associates have sought in 
advance to head off the normal 
industry criticism by trying to 
develop a methodology that 
would take account of the 
most obvious distorting fac- 
tors. 

The industry remains scepti- 
cal. Some car makers' indepen- 
dent studies, also carried out 
in the last 12 months but with 
different consultants, have 
come to less worrying conclu- 
sions. 

These alternative reports 
have been presented to the 
MMC and the c ommissio n is 
facing a crucial task in gif ting 
the often contradictory evi- 
dence - with the obvious risk 
that tire credibility of Its pre- 
liminary core findings will be 
called seriously into question. 

The Ludvigsen study has 
sought to arrive at what it 
calls comparable “on the road” 
transaction prices - both 
including and wiilmting tax — 
for. a series of 20 different 
models in four segments of the 
market: small (Ford Fiesta- 
size), lower medium (Ford 
Escort-size), upper medium 
(Vanxhall Cavalier-size ) and 
large (Mercedes-Benz 190-size), 
and in six European Commu- 
nity countries: the UK, Ger- 
many. France, Belgium, the 
Netherlands and Ireland. 

The methodology it used to 
arrive at the transaction prices 
was to telephone at least 50 
dealers for each of the models 
in tbe six different countries 
with the conversations about a 
potential car purchase being 
conducted in the language of 
the local dealer. 

In order to shed some light 
on the often opaque and 
murky world of car buying 
and dealing it was supposed to 
be a standard approach 
“designed to illicit a cash price 
for a private buyer with no 
trade-in". 

The caller said he was mov- 


ing to the dealer's area, that 
he wanted to acquire a new 
car there, and was seeking the 
best price for the current spec- 
ification of the selected car. 
The instructions were to be 
persistent in bargaining. 

Taking the pre-tax price, 
adjusted for varying levels of 
specification, the Ludvigsen 
study shows that in the execu- 
tive car segment of the market 
the mice of a 2-litre Renault 
25TX in the UK (on October 15. 
1990) was £11,780 compared 
with (at the then prevailing 
exchange rates) £8340 in Ger- 
many, £9,999 in Belgium. 
£8,609 in the Netherlands ana 
£11,733 in France. 

Hie British price was 33.7 
per cent higher than the Dutch 
price. 

On the same basis the Brit- 
ish price of an Audi 100 2.3E 
four-door at £13*270 was 23.1 
per cent higher than the Bel- 
gian price of £10,782. The price 
in France at £14,579 was 9.9 
per cent higher than the UK 
price, however. 

The British price for a 2-litre 
Mercedes-Benz 190E at £15,483 
was 20.1 per cent higher than 
the price in Germany at 
£12£88. Prices elsewhere were 
£13,940 in France, £18,627 in 
Belgium and £13.429 in the 
Netherlands. 

The range of price differen- 
tials varies clearly from one 
car maker to another, suggest- 
ing that some have less to fear 
than others from the MMC and 
European Commission Investi- 
gations. 

Tbe Ludvigsen study shows, 
for example, in the executive 
car segment that the prices for 
the Vauxhall Carlton GL 2.0i 
four door (and the equivalent 
Opel Omega models) are in a 
narrow band with the British 
price slightly lower at £11,899 
than the prices in Germany 
£11,968, France, £12,196 and 
Belgium, £11,961, qnd onlv 6.5 
per cent higher thariv 
price at £11,171. n 
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The new Scorpio 24v. 


Lexus heads the Japanese charge into the US. Richard Feast (left) and Patrick Harverson analyse strategies and companypolicies 

Big Three lose high ground I Dynamic duo close the gap 


ENGINEERS at one of Detroit's 
Three -car makers had 
heard and- read a lot about 
Toyota’s . then-new Lexus - 
bpfowi they got their hands on 
one in late 1989. . 

It proved a very depressing 
experience. Stripped down, 
they could appreciate the 
amount of ingenuity, effort and 
money that had gone into prod- 
ucing what was. Japan's first 
luxury car: They knew that 
what they, were working on 
would not. match the Lexus. 
Now, executives at the Big 
Three talk' in terms of produc- 
ing Lexus fighters. That is an 
admission that they have lost 
the high ground. Before Lexus, 
the popular US impression was 
that . the domestics made the 
best large, luxury cars and 
Japan made the' best small, 
economy cars. Japan has 
proved capable of doing both. 

It is all part of a grand strat- 
egy by Japanese car makers to 
plug their models into market 
gaps where they had previ- 
ously notbeen represented. 

Simultaneously, other new 
model introductions by Japa- 
nese companies were taking 
place in sectore covering sports 
cars, sports-utility off-roaders, 
pick-up trucks and miniv ans. 

Not that Toyota was the first 
to create a special brand offer- 
ing up-market models; Even 
when Honda introduced: its 
Acura line in 1SHJ6, it was 
merely fanfrta ri ing US manufac- 
turers, which had targeted cer- 
tain brands to specific cus- 
tomer profiles. 

C adillac is General Motors' 
luxury range, more expensive 
than the premium American 
Buick, "American value" Olds- 
mobile, sporty Pontiac or Cher- 
volet, GM’s volume range 
which is sold under the slogan, 
“the heartbeat of America”. 
Unfortunately, badge engineer- 
ing during the previous few 
years had blurred their images 
to all but GM Insiders. 

Honda was very successful 
in America by the time Acura 
was launched. It was the pio- 
neer in transplant production, 
and its products were rated 
highly. Its Accord model went 
on to become the best-setting 
car in die country. . . 

However, it needed a differ- 
ent brand ; if it was ever to 
break out of the mainstream. 
Acura went on to become a 
howling success car the haste of 
just ±wd models, the re^ftv^; 


affordable Integra and the big- 
ger Legend - a model origi- 
nally developed with Britain’s 
Rover Group. 

Acura' reached a peak of 
more than 142,000 sales in 
America in 3288. It was a year 
■ when Volvo; the most success- 
ful of the European luxury car 
Importers, sold just under 
103,000. . 

The trend was not lost ou 
the much larger Toyota and 
Nissan- companies. Separately, 
they were developing their 
own VB luxury cars. Both were 
to emerge as larger and more 
expensive *han the V6 Legend. 

Toyota’s Lexus LS400 went 
on sale in the second half of 
1988, a few months ahead- of 
Nissan's Infiniti Q45. .Both 
were te the mop0445JMO cate- 
gory, compared with about 
$30,000 for the top Legend. 
Both LS4G0 and Q45 were sup- 
ported by cheaper cars which 
were clearly derivatives of 
existing Toyotas and NIssans. 

. - 'While expensive compared 
with domestic products - Cad- 
illacs and Ford’s Lincolns start 
. at about $30,000 - LS400 and 
Q45 are cheap in relation to 
their direct European equiva- 
lents from Mercedes-Benz, 
BMW and Jaguar. 

As America’s recession 
began to grow, the keen pric- 
ing, of the newcomers proved 
attractive to customers. Lexus 
.. and Infiniti report that their 
most traded-in models are from 
Mercedes, BMW and Jaguar. 

- Lexus got off to a faster start 
than ThfinrH It was helped by 
generally more favourable road 
test comparisons in American 
car enthusiast magazines. 

Lexus sold 63,500 cars last 
year, its first full year of sale. 
This year* with the overall car 
market down by about 17 per 
rant, its sales have fallen by 
under 10 per cent and it talks 

- in twws of setting a similar 
n umb er to 1990. 

It witt be helped by introduc- 
tion this month of the new 
SC400 V8 coupe, to he followed 
in September by the SC300 V6 

- version. Again, they will be 
sold in price categories much 
their own. At about $38^00, the 

- SC400 will he below compara- 
ble European models and 
above file domestics. 

By contrast, Infiniti was 
slower at building up a nation- 
wide dealer network. It sold 
... 24^00 care last year, but pro- 
about 40,000 this year. 


went up by more than 60 
per cent' in the first four 
n yyiths of this year. 

The. large increase is due 
mainly to the recent introduc- 
tion of the G20 saloon - a 
model based on the Nissan Pri- 
mers made, in north-east 
England: At prices from about 
$17,000, G20 is a more direct 
competitor to Acura’s Integra. 

Acura remains the largest of 
Japan's second-channel import- 
ers: Sales fell slightly to just 
over 138,000 last year, and it is 
(town another l per cent so far 
thin year. 

The foil reflects Acura’s lat- 
est models - as well as keener 
competition. The new Legend 
saloons and coupes are larger 
than their predecessors. At 
$27,000 to $37,000, they are also 
more expensive. 

In arttiHinn, Acura’s compar- 
atively low volume NS-X two- 
seater - at $63,000, the most 
expensive production car from 
any Japanese maker - is help- 
ing it improve an already high 
image in the US. 

While sales of Mercedes, 
BMW and Jaguar held up well 
last year, the growing Japa- 
nese presence is beginning to 
take its toll this year. BMW 
and Mercedes sales in America 


in the first four months were 
down by a quarter compared 
with one year earlier. Jaguar 
was at less than half the previ- 
ous year’s. 

Meanwhile, Japan's other 
car makers are moving steadily 
up-market. Mitsubishi has 
launched its high technology 
Diamante V6 (known in 
Europe as Sigma) at a price of 

about $25,000. 

The company, which is still 
relatively small in America 
due to its late entry on to the 
market, says it has no inten- 
tion of creating a separate 
sales channel. 

MayAa, however, is known to 
be considering the establish- 
ment of a second American 
sales channel, reportedly 
known as Pegasus. So far, 
there has been no formal 
go-ahead, though the introduc- 
tion last month of the 929 
replacement shows that it is 
moving upmarket 

The new 929, known as Sen- 
tia in Japan, is much larger 
and smoother than its prede- 
cessor. T.ikP the Diamante, it 
has four-wheel-drive, four- 
wheel-steering and a V6 
engine. It will be priced in 
America between Diamante 
and Legend. 


WHILE most US companies 
have a policy of using only 
domestically-produced vehicles 
for their company fleets, for- 
eign cars are still the favoured 
choice of America’s senior 
business executives. 

Mercedes and BMW may 
have ruled the roost for a long 
time, but their dominance Is 
now under threat from Japan. 
The dynamic duo of Toyota's 
Lexus and Nissan’s Infiniti, 
both large luxury models 
aimed squarely at the Ameri- 
can market, are catching as 
the most popular executive 
care In the US. 

The rest of the field is 
strung out well behind the 
German and Japanese prod- 
ucts. The Britfjsh-made Jaguar 
has supporters, as do the 
Rover Staling and Sweden’s 
Saab. But, as has been the case 
for years, the home-made 
American products come in a 
distant last. 

The main reason why 
imports are so popular is sta- 
tus. The prestige accorded to a 
driver of a foreign luxury car, 
always regarded as a “clas- 
sier” product than the US 
equivalent, is a Mg appeal to 
executives, all of whom see 
their car as a reflection of 


their rank within a company. 
No matter how hard General 
Motors, Ford or Chrysler may 
try, a Mg, expensive foreign 
car will always carry more 
kudos. 

Ms Susan Jacobs of Jacobs 
Automotive, a New Jersey- 
based forecasting and strategic 
planning consultancy, says 
that the Lexus is in foniAmi 
because it combines the com- 
fort and luxury of the big tra- 
ditional US cars with the more 
aerodynamic styling and 
firmer handling of the Euro- 
pean models. The Infiniti is 
more of a driver’s car, says Ms 
Jacobs, and styled less tradi- 
tionally, but like the Lexus, it 
is competitively priced against 
the German counterparts. 

Many executives are sensi- 
tive about the fact that they 
drive expensive, foreign cars, 
paid for by their companies. 
With the country in a reces- 
sion, and high salaries of top 
manag ement a controversial 
issue, few are prepared to talk 
about their executive cars. 

It is easier to find a com- 
pany fleet manager witting to 
discuss executive car policy. 
Mr Fat Sheehan is in charge of 
company and executive cars at 
Baxter International, the US 


Lamm part of* grand strategy by Japan*** car maters to plug models Into market gaps where they had not been represented 


pharmaceuticals group. With 
its 32 most senior executives 
earning an average $370,000 
last year, Baxter's managers 
are a good reflection of what 
America’s most senior execu- 
tives want is a car. 

Baxter’s policy towards 
executive vehicles has changed 
substantially over the years. 
Until the mid-1980s the compa- 
ny's system was relatively 
simple: there was a celling on 
how much could be spent on a 
car. In 1986, for example, for 
all but the most senior staff, 
the company would cover the 
leasing costs of cars worth up 
to $30,000. If an executive 
wanted a model that cost 
more, they had the choice of 
meeting the extra ex pens e. 

At the time, the most com- 
monly driven cars were the 
Mg BMW and Mercedes nod- 
els. Jaguars were in demand, 
and of the few American mod- 
els driven, the majority were 
Cadillac or Lincoln. Although 
the company met the bulk of 
the leasing, running and main- 
tenance costs, the cars were 
run almost exclusively for pri- 
vate use. Mr Sheehan esti- 
mates that business trips rep- 
resented about 1 per cent of 
total use. 

. This arrangement, standard 
practice throughout the as, 
cost the tax authorities a ltd erf 
money. The Internal Revenue 
Service (IRS) expected all com- 
panies to pay tax on incmne 
spent on company cars ised 
for business travel Yet many 
US companies foil that rejari- 
jng this income to the IRS va& 
not their responsibility, but 
the employee’s, most of whom 
never bothered to file sach 
details with their yearly tax 
returns. Consequently, the IRS 
missed out on millions of dol- 
lars of taxes every year. 

To rectify this, new tax rales 
were introduced between 1984 
mid 1986 which made it the 
responsibility erf the company 
to report all business use of 
company cars to the IRS. That 
meant logging every trip and 
every mile so that the IRS 
could levy a tax on the precise 
amount of private use for each 
car. The new rules were 
strictly policed, and any com- 
pany found not to have fully 
documented all company ear 
use faced losing rim entire tax 
deduction on its company 
fleet, which for a corporation 
such as Baxter, would have 


totalled $17m a year in the 
mid-1980s. 

Baxter, like thousands of US 
companies, responded to the 
new tax rules by replacing its 
old system with a simple 
amitifli allowance included in 
the payroll and taxed at 
source, as income, by the IRS. 

Mr Sheehan says that today 
his executives have between 
$700 and $1,000 a month 
(before tax) to spend on leas- 
ing a car, depending on senior- 
ity. As before, many choose to 
spend more than that. As for 
their choices, BMW and Mer- 
cedes are still the most popu- 
lar, accounting for about 70 
per cent of Baxter executives’ 
cars. But there has been a 
noticeable trend towards Japa- 
nese models. 

Ever since Baxter's chair- 
man chose a top-of-the-range 
Lexus LS400 for his own per- 
sonal use, Toyota’s highly suc- 
cessful luxury car has been the 
top choice among the com- 
pany’s executives, closely fol- 
lowed by Nissan’s Infiniti. 

The trend towards the big 
Japanese cars is even more 
marked at another Mg US drug 
company, Bristol Myers- 
Sqnibb. Ms Patsy Malice, who 
manages the fleet of 850 execu- 
tive cars for Bristol Myers, 
says that the Infiniti and 
Lexus have “almost totally 
wiped out the Europeans”. The 
reason? A combination of bet- 
ter quality and lower price, 
says Ms Manoe. She says her 
executives feel the BMW's 
qualify has suffered in recent 
years, and the Mercedes has 
become prohibitively expen- 
sive. 

The Japanese cars, in con- 
trast, offer high quality at a 
relatively low price. It is not 
just the Lexus and Infiniti that 
are doing welL Ms Mance says 
that the Acura Legend and the 
Toyota Cressida are also well 
liked. In contrast, American 
models are still dogged by a 
reputation for poorer quality. 

Bristol Myers’ system differs 
from Baxter’s. The company 
leases its cars for its staff, and 
expects its employees to keep 
an exact record of all non-busi- 
ness use, the tax on which is 
then paid by the company. 
What they do with the car 
tho ngh , and which car they 
. drive, is left up to the 
employee. As Ms Mance says: 
“An executive car is about per- 
sonal ego.” 







GENERAL Motors is bullish 
about the executive car market 
and its future in that market. 

Mr J.T, Battenberg ID, Gen- 
eral Motors vice-president in 
charge of the Buick- Oldsmo- 
bile-Cadillac Group, predicts 
the post-recession years of the 
1990s will mirror the post-re- 
cession years of the 1980s when 
industry sales of luxury and 
large cars exploded. 

He points to changing demo- 
graphics as the reason the lux- 
ury market will be strong. 
GM’s aggressive product pro- 
gramme will make it a strong 
player, he says. 

The so-called baby boom 
generation will age and gain 
affluence in the 1990s. creating 
a new market for luxury auto- 
mobiles. Priorities have shifted 
toward safety and durability, 
the environment and value 
instead of status symbols. 

“From our perspective," says 
Mr Battenberg, “it leads to real 
significant opportunity for reg- 
ular and luxury vehicles that 
General Motors produces.” 

With the luxury two-seater 
C adillac All ante as the excep- 
tion, General Motors sells no 
car priced over $40,000. On 
average. General Motors’ large 
and luxurv cars sell in the 
$25,000 to $35,000 range, mak- 
ing them less susceptible to the 
US government's tax on cars 
over $30,000. 

In addition. GM's vehicles 


GM has an extremely 
aggressive product 
schedule through 1995 
in the luxury market 


score well in fuel economy 
rankings and most are not sub- 
ject to the recently increased 
gas-guzzler penalty that partic- 
ularly hurts European imports. 

Already some evidence 
exists to 'support Mr Batten- 
berg’s theory that GM will do 
well in the luxury market of 
the 1990s. 

In contrast to the 1980s, 
GM’s newest luxury models are 
gaining public acceptance. GM 
began selling the restyled 
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The Cadillac Allante (left) is the only General Motors car priced at more than $40,000. Sales of the revamped Ok tero oblle 98 (right) are better than the previous model 

MGENERAL MOTORS: buoyed by predictions of a post-recession explosion of luxury car sales 


The dawning of the age of the baby boom 


Buick Park Avenue and Olds- 
mobile 98 last autumn. With no 
customer incentives during the 
first eight months of sale, sales 
for both cars were up from the 
previous model. 

Park Avenue sales for 1991 
as of May 20, were up 42 per 
cent from the same period a 
year earlier. Oldsmobile 98 
sales were up 3 per cent for the 
same period. 

hi 1990, according to GM fig- 
ures. the automaker sold 60.9 
per cent of all large and luxury 
cars in the US. In the early 
months of 1991. in spite of 
lower sales for the total indus- 
try, GM Increased its share of 
the large and luxury market by 
2 percentage points. 

“We see continual growth in 
our penetration of the market 
through 1995,“ says Mr Batten- 
berg, though he wouldn’t pro- 
ride figures. 

Much of GM’s lost market 
share and drop in North Amer- 
ica profits in the 1980s 


stemmed for the public’s rejec- 
tion of the automakers' high 
profit margin luxury lines. 
Anticipating that petrol prices 
would rise sharply GM 
embarked on a product plan 
that called for switching the 
majority of its cars from rear- 
wheel to front-wheel-drive, 
shrinking them in size and cut- 
ting back horsepower. 

Petrol prices. Instead of ris- 
ing, dropped following the 
1980s recession. The luxury 
and large car market did well 
nearly doubling in size during 
the decade. The car-buying 
public balked at GM’s luxury 
cars because they were too 
small, anaemic in power and 
lacked differentiation from 
Buick to Oldsmobile to Cad- 
illac. 

By the end of the 1980s, Gen- 
eral Motors began to make cor- 
rections. 

Its Buick division, which 
sells mid-sized to luxury cars, 
led the change. The division 


has enjoyed a significant 
revival. While sales for most 
companies have been down in 
1991, Buick sales have 
increased 2.1 per cent up to 
last month. In some periods, 


Buick sales surpassed Honda 
and Toyota sales. Block's mar- 
ket share has hit nearly 7.0 per 
cent, compared with 5.8 per 
cent for the full year of 1990. 

Buick’s sales and share 
decline in the 1980s was due, in 
part, to an unclear image and 
inconsistent product line. 

Buick management decided 
to return to the traditional 
characteristics of Buicks from 
the past, cars that are substan- 
tial. distinctive, powerful and 


mature. Buick renewed empha- 
sis on quality and customer 
satisfaction- Buick was the 
only domestic nameplate to 
rank in the top 10 of product 
quality surveys done by 


J.D. Power a market research 
company in Agoura ISOs, Cal- 
ifornia. 

The Buick LeSabre was 
recognised by the company for 
two consecutive years as the 
best-built car built in the US, 
based on surveys of car own- 
ers. It was the only domestic 
car on the list 
By 1995, Buick wants to take 
8 per cent of US car market 
GM’s flagship luxury divi- 
sion, Cadillac, has been gain- 


ing market share as well. 
Though its sales were down 
slightly in 1990 from 1989, its 
share edged higher to 2.8 per 
cent of the car market, its 
highest level since 1983. 

For the 1990s, Cadillac will 
gain even more exclusivity 
from Buick and Oldsmobile 
with body platforms and pow- 
ertrains of its own. Cadillac 
receives a new, exclusive 
engine in 1992. The engine is a 
4.6-litre, 32-valve V8 with dual 
overhead camshafts. It will 
first power the Allante, then 
later be installed In the Eldor- 
ado Seville. 

The full-size, rear-wheel- 
drive Brougham, which had 
been destined for extinction in 
the early 1980s, receives a face- 
lift in 1993. Hie DeVUle and 
Fleetwood will be designed for 
1994 and switch to a Cadillac 
exclusive body platform. They 
share platforms with their 
counterparts at Oldsmobile 
and Buick. 


Little change is planned for 
the two-seater luxury Allante. 
The car, which has never lived 
up to sales expectations, 
receives a slight revision in 
1992, but isn’t scheduled for a 
total redesign until at least 
1996. 

In the meantime, Cadilla 
continues to search for an 
entry-level model to battle with 
entry-level models from the 
Europeans and Japanese lux- 
ury makes. 

The Aurora, Cadillac’s 1990 
concept car, didn’t pass con- 
sumer marketing tests, sending 
Cadillac designers and engi- 
neers back to the drawing 
boards again. Such a model is 
unlikely for production until 
1996 or later. 

Mr John Grettnberger, Cad- 
illac general manager, said the 
entry-level model would proba- 
bly be the first to experiment 
with new construction con- 
cepts and lightweight materi- 
als. 


On average. General Motors’ large and luxury 
cars sell in the $25,000 to $35,000 range, 
making them less susceptible to the US 
government's tax on cars over $30,000 


That would allow the car ro 

remain rhe same siz 

today’s Cadillacs but meet Un, 
anticipated stricter fuel . 
nmv standards. He envisi _ - 
that Cadillac will sell a numoe- 
of different models and w vi. 
seU a number of different mod- 
els based on the new body pi— - 

f °By 1995, Cadillac wants sales 
of 300.000 units annuallj for j 
per cent of the US car market. 
It plans to double sales over- 
seas within a couple of years- 
In the next four montns. 
General Motors will introduce 
five new large or luxury cars- 
The Cadillac Seville and Eldor- 
ado go on sale on September 1. 
They have been showered with 
praise by the automotive press 
as rivals to Toyota’s Lexus ana 
Nissan's InfinitL GM will intro- 
duce a Oldsmobile 88, Buick 
LeSabre and Pontiac Bonnev- 
ille in the large car category 
this aut umn . 

GM has an extremely aggres- 
sive product schedule through 
1995 in the luxury market. The 
most dramatic changes in GM s 
product line in the 1990s will 
occur in its luxury models. 

“We are d ealing from unbe- 
lievable product strength." 
says Mr Battenberg. “We're 
more aggressive than anyone 

in the industry ... I don t 


In 1990, according to 
GM, the automaker 
sold 60.9 per cent of 
luxury cars in the US 


ity and capability to launch the 
number of new products we're 
going to launch". 

If Mr Battenberg is correct 
that will be good news for 
GM's battered bottom line. 
Analysts estimate the failure of 
GM’s luxury cars of the mid- 
1980s cost the company $500m 
in gross profits annually. 

Michelle Krebs, 

Michigan 


■SAAB: showing signs of optimism about long-term survival 

Ambitious new fleet sails into view 


MR David Herman, chief 
executive of Saab Automobile, 
insists that he can see light at 
the end of the tunnel. “The 
business plan now looks fan- 
tastic. It’s not a hockey stick, 
it’s a straight line upwards." 

With a record loss last year 
of Skr4.64bn and a further loss 
in the first quarter of SKr824m 
(before allocations and taxes) 
it helps to be optimistic. 

The recession in many of 
Saak's main markets, the US, 
Sweden, the UK and Finland 
may prolong the pain, but 
Saab is taking drastic mea- 
suresto ensure its long-term 

survival. 

The Saab car operations 
were deep in trouble when Mr 
Herman was appointed presi- 
dent and chief executive less 
than 18 months ago in the 
wake of the takeover by Gen- 
eral Motors, the world's big- 
gut car maker, of a 50 per 
cent stake and management 
control of the Swedish car pro- 
ducer. 

Mr Herman, who joined GM 
as a lawyer in 1973, Is one of 
the US automaker’s most 
internationally-experienced 
executives. He was managing 
director from 1986 to 1988 of 
GM’s Antwerp plant, one of 
the group’s most successful 
and productive assembly facil- 
ities worldwide. As special 
assistant to the managing 
director of General Motors 
Espana he played an impor- 
tant role at the beginning of 
the 1988s in the development 
of GM’s first Spanish car 
fl yu>rnhly operation. 

GM and Saab-Scania, Saab 
Automobile’s two sharehold- 
er, will shortly take crucial 
decisions on a much-needed 
fi nancial restructuring at the 
Swedish car maker. 

Last year’s losses wiped out 
around two-thirds of the com- 

-qny’g original SKr6.9bn risk- 
Ejaring shareholders’ equity, 
lairiiig an injection of new 
cWtal unavoidable. The stra- 
nge plan developed by Mr 
Herman over the last year pro- 
vides the crucial foundation 
for the injection of new funds. 

The financial review is due 

up completed before the end 
£ wTtoSaaWtauua 
already promised that “ade- 
^J^res" will be taken 
SfSmort th* aggressive capi- 
SnSpenditare programme 

a significant expan- 
*? dn Sits modal range during 
sion of .SHTthe 19g0s 


wTtiTtbe backing of its two 
i^fSnTdeT- Saab is holding 
? la £^SSous Product plah 
introduction of 
aUWjfSfr Hines in the 
?^SSf ofthe 1990s - 
5?? JrtSits for the two cur- 
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thfr-ranEe^^hen have a 
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drawing u-d, GM’s Ger- 
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Saab 900 Carisson (above) part of a series derived from a 27-year-okJ design: ‘Parts 
of the car require arc welding. I don’t think there is anyone else In the world still doing 
that,’ says Mr David Herman (left) chief executive of Saab Automobile 


buyer and would not detract 
from the image of the Saab 
marque, the main asset that 
GM bought little more than a 
year ago. 

According to Mr Herman 
truly competitive productivity 
levels can only be reached by 
the Swedish car maker as it 
replaces its current products 
with modern designs, where 
the cars have been developed 
from the start for “ease of 
manufacture". 

Previously strapped for 
finance as a small independent 
car wiakpr Saah had to make a 
virtue of evolving its old mod- 
els rather than replacing 
them. The present Saab 900 is 
derived from a 27-year-old 
design. “Parts of the car 
require arc welding. I don't 
think there is anyone else in 
the world still doing that,” 
says Mr Herman. 

The rejuvenation of the 
product programme will take 
time and GM has had to move 
quickly to attack the roots of 
file severe crisis facing Saab 
Automobile. 

This year Mr Herman 
announced Saab Automobile's 
Intention to dose its Malmo 
assembly plant in southern 
Sweden, one of the newest 
final assembly facilities in 
Europe which was opened only 
18 months ago, in order to 
paca the company's heavy bur- 
den of overcapacity. 

The productivity that was 
being achieved by Saab at its 
three assembly plants at Troll- 
battan and Malmo in Sweden 
and at Uusikaupunki in Fin- 
land. had fallen to an unac- 
ceptable level. 

Many of the company’s 
inhe rent problems had been 
obscured in the mid-1980s by 
the windfall profits it earned 
in North America thanks to an 
inflate d US dollar. They have 


since been mercilessly exposed 
by the weakness of the US dol- 
lar and by the impact of infla- 
tion, recession and high inter- 
est rates at home, as well as 
by fundamental weaknesses in 
the Swedish industrial struc- 
ture. (It has not been alone 
with such problems. Volvo’s 
car operations fell into loss 
last year and remained in loss 
in the first quarter of 1991). 

The challenges facing Mr 
Herman are considerable, 
including: 

• losses last year of SKr 
4.64bn including extraordi- 
nary losses of SKrl.39bn, com- 
pared with a Saab car division 
loss of SKr2.13bu in 1989 and 
profits of SKrllm in 1988, 
SKr57Sm in 1987 and SKx941m 
in 1986, 

• the need for a financial 
restruc turing, 

• a plunge in car production 
last year by 15.7 per cent to 
87,356 from 103,591 in 1989 
and a peak of 134,112 in 1987, 

• a further 16 per cent drop 
In sales to customers in the 
first quarter this year to 

20.000 from 24,700 a year ago, 
a fall in turnover in the first 
three months of 18 per cent to 
SKr3.4bu, and a worsening of 
the loss (after financial items) 
in the period to SKrl.Ollbn 
from SKr665m a year earlier. 
After extraordinary items the 
first quarter 1991 loss was cut 
toSKr824m through gains 
from the sale of buildings. 

Saab sales have fallen 
steeply in the last couple of 
vears to 93^31 in 1990 from a 
peak of 127,180 in 1986 - with 
a partic ularly sharp decline in 
the US. Bf contrast, in 1986/87 
Saab could not build enough 
cars to keep up with demand 
and it was projecting sales ris- 
ing to 150,000-180,000 by the 
mid-1990s. 

It embarked on its invest- 
ment at Malmo at what turned 
out calamitously to be the 
peak of the cycle as part of a 
strategy aimed at establishing 
a capacity for producing 

180.000 cars a year. 

More significantly, it 
emb arked on the Malmo proj- 


ect, because it found itself cru- 
cially incapable of wringing 
the productivity out of the 
main Trollhattan plant needed 
to increase output 

“The productivity at Trofl- 
battan was so poor at well 
over 100 hours per car, that 
you could not find enough peo- 
ple locally to build them,” says 
Mr Herman. 

Last year Saab produced 
87,356 cars spread across three 
plants - Trollhattan, Malm5 
and Uusikaupunki. At best the 
Trollhattan plant produced 
61,576 cars in 1986. Mr Her- 
man maintains that it alone 
should be capable of producing 
125,000-150,000 cars a year. 
“On the floors pace here the 
Japanese would do 250,000 if 
they wanted,” he says. 

In a speech earlier this year 
in Detroit he highlighted the 
particular problems of car 
making in Sweden including: 

• very high rates of labour 
turnover - and therefore 
wasted Investment in training, 

• high absenteeism, 

• obstructive management 
hierarchies and weak middle 
management, 

• narrow wage differentials 
and policies for wage solidar- 
ity across sectors. 

Saab Automobile says that it 
has been forced to train for 20 
per cent natural wastage rates, 
the highest in the OECD. Less 
than a third of the hourly paid 
workers hired five years ago 
stBI work for the company. 

At the same time “only 62.8 
per cent of the total contracted 
hours available from hourly 
people technically on our rolls 
are worked," says Mr Herman. 

By contrast total absence at 
GM’s Antwerp plant, which is 
good by European standards, 
is less than 10 per cent. 

The impact measured in 
hours per car is large. 

According to Mr Herman at 
the end of 1989 Saab required 
“well in excess" of 100 boors 
to produce a car compared to 
the 40-45 hours required by a 
good European plant building 
a mix of premium cars and 
less than 30 hours required by 


most of the Japanese plants. 

Apart from the Malmo clo- 
sure a series of other measures 
aimed at improving productiv- 
ity and cutting losses have 
been taken or are under way 
including: 

• the shedding of labour with 
the Saab Automobile work- 
force worldwide to be cut by 
about 32 per cent In two years 
from 17,000 people at the 
beginning of 1990 - when GM 
took over management control 

- to a planned 11,500 at the 
raid of 1991 (including 870 jobs 
eliminated through the closure 
of the Malm fi plant). 

• the sale or closure of four 
unprofitable In-house compo- 
nents operations and a move 
to out-sourcing, 

• the opening of new foreign 
markets and the strengthening 
of the European dealer net- 
work, 

• access to GM's global com- 
ponents and materials sourc- 
ing network, which is sup- 
posed to cut Saab’s SKr6bn 
purchasing bill by 15 per cent 
or SKrlbn by 1993, 

• GM Is to buy transmissions 

- and possibly engines at a 
later date - from Saab, 
improving the Swedish com- 
pany's capacity utilisation, 

• GM is using Saab’s Finnish 
plant to assemble Opel/Vanx- 
hall Calibres, reducing Saab’s 
overcapacity burden. 

The transfer of the Malms 
production to Trollhattan is 
supposed to be achieved with- 
out increasing the Trollhatan 
workforce. 

Mr Herman ntainfaftis that 
the number of hours per car at 
Saab has already been reduced 
to about 85, and that it will be 
down to 60 by the end of 1991. 
This is an improvement of 
more than 45 per cent in pro- 
ductivity in two years. Mach 
of the early gain came from 
nothing more complicated 
than shedding surplus labour. 
However, more complex tasks 
lie ahead. 

Kevin Done, 
Motor Industry 
Correspondent 



Claude Taylor (right) chairman of Air Canada, drives foe 
smaller and more modest Oldsmobile Cutlass (above) 

CANADA 

Directors take 
the dollars 
and drive 


THE CAR tastes of North 
American executives stretch 
from the Cadillac driven by Mr 
James Renier, chairman of 
Honeywell, the electronic con- 
trols group, to tiie smaller and 
more modest Oldsmobfle Cut- 
lass preferred by Mr Claude 
Taylor, Air Canada’s chairman. 
What North American compar 
nies have in common, how- 
ever, is a far less generous 
approach then many of their 
European counterparts to giv- 
ing cans as a perk to senior 
managers. 

A survey by Chicago-based 
Runzheimer International 
showed that the proportion of 
US companies supplying cars 
to top managers dipped from 80 
per cent in 1985 to 61 per cent 
in 1989. 

Runzheimer is still collating 
the results of a more recent 
survey, but preliminary find- 
ings suggest that the down- 
ward trend has continued, and 
that cars are gradually being 
replaced by other forms of 
remuneration. 

The sagging popularity of 
company cars is partly due to 
tighter tax rules, soaring insur- 
ance costs and to efforts by 
employers to trim expenses 
during the recession. But 
North American executives 
appear less wedded than their 
European counterparts to the 
idea of a company car. 

Mr Martin Harts, a compen- 
sation consultant with Peat 
Marwick Stevenson & Kellogg 
in Toronto, says the prevailing 
view among executives, espe- 
cially In the US. is: “Give it to 
me in dollars, and ni decide 
how to spend it" 

According to a survey of 210 
Canadian companies last year 
by Sobeco, a Toronto-based 
human resources consultancy, 
60 per cent either buy or lease 
cars for their employees. 
Another 10 per cent chip in a 
monthly allowance for employ- 
ee-owned cars, while 13 per 
cent reimburse on a per-mile 
basis. 

While these figures may 
leave the impression that car 
schemes are pervasive, they 
not only hide the declining 
trend but also mask the fact 


that most North American 
companies provide vehicles 
only to their most senior man- 
agers. It is rare to find anyone 
below the vice-president level 
with a company car. 

Even those executives lucky 
enough to be on a car scheme 
are usually encouraged to be 
modest in their choices. 

“If the average executive 
wants a Mercedes, he ends up 
paying for it himself,” says Mr 
Andrew Smith, client services 
manag er at R imzheimer Inter- 
national’s Ganadian office. 

The Sobeco survey found 
that the average value of cars 
provided to Canadian chief 
executives last year was 
C$32,500, and to other top man- 
agers C$25 4)00. Those amounts 
do not go very for. For exam- 
ple, the cheapest 1991 Audi 
model sells for C$36,500. and a 
Jaguar XJ-6 for a minimum of 
C$58,500. The Lincoln Town 
Car, a North American-built 
model popular among chief 
executives, costs C$41,300 
(excluding optional accesso- 
ries). 

A vice-president at one large 
Canadian bank, for example, 
notes that he was allowed to 
spend about C$24,000 on his 
company car (including 
options such as a radio and 
rear windshield wipers). He 
decided on a Honda Acura, 
which sells for about C$32,000, 
and is thus left to pay foe dif- 
ference out of bis own pocket 

The car is leased through 
PHH, the fleet management 
consultancy, which bills the 
employee dfrectly for the dif- 
ference between the celling set 
by the bank and the actual 
lease payments. However, the 
bank pays all fuel and mainte- 
nance charges, and the 
employee can buy the vehicle 
after 36 months from the leas- 
ing company. 

However, the bank’s lease 
payments and operating out- 
lays are all counted as taxable 
benefits. 

The increasingly stringent 
tax treatment of company cars 
is the main reason for employ- 
ers’ reluctance in both the US 
and Canada to expand their car 
schemes. 


The first blow against the 
executive car in the US was 
the Tax Reform Act of 1984. 
which limited depreciation on 
cars used less than 50 per cent 
for business to straight-line 
depreciation over five years. 
Adequate records are required 
to prove business use, and 
employers must charge for the 
personal use of the car or 
report the value as taxable 
income to the driver. Pur- 
chases of luxury cars have 
been discouraged by a 10 per 
cent tax on cars costing more 
than $30,000. 

Personal use of a car in Can- 
ada is also taxable, and only 
the first C$24,000 of the cost of 
a vehicle is eligible for capital 
cost allowances. The mariwimn 
allowable lease cost is C$650 a 

month. 

US companies still generally 
prefer their chief executives to 
be seen in a North American 
car. Mr Ronald Allen, of Delta 
Air Lines, for example, drives 
an Oldsmobile 98, one of a 
group of large - but relatively 
inexpensive - cars which 
include the Cadillac, Chrysler 
New Yorker and Ford Crown 
Victoria. The base price for the 
199 1 Oldsm obile 98 is $28,600. 

However, the stigma against 
foreign brands is lessening. 
The Runzheimer survey noted 
that while 86 per cent of cars 
in executive fleets were still 
North American makes in 1989, 
the market shares of both 
European and Japanese models 
had risen in the previous two 
years, to 9 per cent and 5 per 
cent respectively. 

The popularity of Japanese 
cars, in particular, has almost 
certainly risen further since 
then. One reason is the launch 
of such luxury models as Toyo- 
ta’s Lexus (with a base price of 
$39,000), and Nissan’s Infinite 
(base price $40,000). With Japa- 
nese assembly plants mush- 
rooming in the US and Canada, 
it has become more difficult to 
criticise the Toyota or Nissan- 
driving boss for helping to cre- 
ate jobs abroad at the expense 
of those at home. 
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“The : re^sati^^d^^here was a car o£-oreal r deep- 
down design integrity and build quality was a 
slow-dawning delight ... I knew then that if I 
ever owned a serious car it would be a Mercedes.” 


You'll still be 


Mercedes Benr 190E 1 8 luMy protected by advanced anh-corrosiOn procedures, aad 341b of chip-resistanf PVC undersealing. 

standards and resale value. “Up ta the 18,000 mile 
service, we spent just £95 on parts and £131 on 
labour,” wrote Bob Murray, editor of Autocar & 
Motor (7 November 1990) about his long-term 


discovering its true values 

Gr. Motor’s road test editor (26 C 7 ative or his local dealer service. 

December 1990), about his long-term test 190E cL^td* Indeed, meticulous Mercedes-Benz servicing 

2.3-16. And in so doing, he pin-pointed the D (including the Touring Guarantee which ensures 

reason so many demanding drivers T 1 ^ VQ ltS T^riCC ^° Ur years P rom Pb fr ee » breakdown 

hnv Mprr^des- Benz cars time and JL repairs and alternative transport and 


ative of his local dealer service. 


buy Mercedes-Benz cars time and 

time again (when it would be simple enough to 

buy what seems, superficially to be a cheaper car). 

Quality Means Value 

No manufacturer is more deeply committed 
to value for money than Mercedes-Benz. For 
them, it is inseparable from the deep-seated 
build quality that Vivian writes about. (Fact: 
every eleventh Mercedes assembly worker is a 
quality controller. Fact: Mercedes body shells 
have between 4700 and 5600 welding points, an 
inordinate number, giving them a "hewn from 
granite*' feel.) 

Value for money takes oh even sharper focus 
when ydu xiiimiiig costs, servicing 


WORLD SPtORTS CAR 


ENGINEERED LIKE NO OTHER CAR 
IN THE WORLD 


repairs and alternative transport and 
accommodation ) is another - key benefit of 
Mercedes-Benz ownership. f 

Unrivalled Resale^Value 

Resale value? Steve Cropiey editor of Buying 
Cars (August 1990), said: “In a year, low depreda- 
tion can save you the cost of your annual holiday. 
In five it can save you a house deposit.” Buying 
Cars went on: “The Mercedes 190E is probably the 
lowest depreciating of all cars weve chosen ”* 

Few car-buying decisions are as gratifying - 
or as gilt-edged - as the decision to buy a 
Mercedes-Benz. Its price may be as low as £ ^ 30o 

(for a I9 oE 1.8).- but that’s scarcely a yardstick 
of its true values. 


Sierra XR4i Peugeot 205 1.6 GTi. VW Golf Convertible. Citroen 2CK Mercedes-Benz SL. Mitsubishi Shogun. Rolls-Royce Silver Shadow . Jaguar XJS V12 . Porsche 944. Mercedes-Benz I90E. 




THE design and specification 
of executive cars of the future 
will be influenced ever more 
closely by legislation dealing 
with almost every aspect of 
vehicles, from safety to their 
impact on the environment in 
terms of noise and congestion 
as well as exhaust pollution. 

Yet few senior executives in 
the industry see a tighter legis- 
lative framework as necessar- 
ily imposing a dull uniformity 
on the executive car of the mid 
to late 1990s. or boredom or 
disinterest on its driver. 

Intensive research and devel- 
opment efforts are being 
directed by manufacturers into 
maTring their vehicles quieter, 
safer, more economical - and 
thus less polluting. 

These efforts are giving rise 
to innovations which should 
make the long distance execu- 
tive car driver's motoring less 
stressful, and possibly even 
more entertaining. They 
should allow him to stay more 
efficiently in touch with his 
office or customers during 
journeys likely to be length- 
ened by traffic congestion. 

For congestion there appear 

Lotus has been 
developing the 19th 
century concept of 
anti-noise 

to be few, if any, easy answers. 

Road pricing, as a means of 
persuading commuters to 
switch from road to rail, may 
provide a partial solution for 
urban areas. But the bright 
hopes once held out for sophis- 
ticated, computerised traffic 
guidance schemes as a means 
of significantly speeding up 
traffic flow have been dulled 
by experience with roads such 
as the UK's M25 orbital motor- 
way around London. A succes- 
sion of widenings and other 
improvements have demon- 
strated that the main effect is 
for the number of journeys 
undertaken to rise to fill the 
convenience available. 

Dr Heiko Barske. head of 
research at Volkswagen of Ger- 
many, suggests that this syn- 
drome is likely to lead, at best, 
to route guidance systems pro- 


MTHE FUTURE: legislation around every corner 

Researchers tread 
quietly on the tarmac 


viding a 10 per cent overall 
improvement in traffic flows in 
most areas. 

Research continues into 
ot her w ays of making more 
effective use of road space, not 
least by means of convoying in 
which external electronic con- 
trol systems would take over 
from the driver once a car 
entered the motorway system, 
allowing it to keep a minima l 
but safe distance apart from 
the car ahead, braking it auto- 
matically in the case of 
obstructions and so on. 

Indeed, this has been a 
research area for Prometheus, 
the joint European research 
project being conducted by 14 
European car makers and more 
than 50 scientific institutions. 
Prometheus, nearly five years 
old, has as its goal the provi- 
sion of a low-conflict, environ- 
mentally positive, safe and eco- 
nomic road traffic system 
throughout Europe. 

Yet, as with most other 
issues relating to the car and 
the environment, Prometheus' 
300 scientists have established 
that the problems of such 
systems are not merely techno- 


Product liability worries 
loom large in regard to the 
potentially catastrophic conse- 
quences of a system fhilure. 
The worry is such that BMW, 
for one, has said that it will 
not contemplate allowing any- 
one or anything but the driver 
to he in ultimate control 

That has not prevented 
BMW from advancing research 
in. a number of related areas, 
including what it describes as 
heading control. 

; The system uses a video 
camera to determine the exact 
course of the road, feeding the 
information into an on-board 
computer. The computer then 


compares road speed, steering 
angle, steering forces and other 
dynamic elements of the car's 
behaviour with the commands 
being given to the car by the 
driver in terms of steering 
wheel movements, accelerator 
and brakes. 

The system will then main- 
tain the vehicle on the desired 
course indicated by the driver, 
but without the driver having 
to make minor steering correc- 
tions. Ultimately, if the driver 
gets things wrong by more 
than a cer tain m ar gin — driv- 
ing too fast for the prevailing 
conditions for example - the 
control system will either issue 
a warning or temporarily take 


Exhaust pollution 
remains one of the 
industry’s biggest 
concerns 


control of the car. Even so, a 
driver determinedly bent on 
doing himself harm can over- 
ride the control efforts of the 
system. 

BMW is involved with vision 
enhancement research, using 
infra-red cameras for seeing 
through mist and fog. How- 
ever, one of the many benefits 
of the co-operative research 
within Prometheus is the 
knowledge that a really effec- 
tive system to see through fog 
- thus reducing the prospect 
of socalled motorway itiadnefiK 
smashes - must use ultra-vio- 
let as well as infra-red in order 
to take account of organic as 
well as metallic obstructions in 
the vehicle's path. 

Noise reduction inside the 
vehicle has assumed Increasing 
importance, both as a means of 
lowering stress and allowing 


foil use of more sophisticated 
audio equipment. 

Lotus, the consultancy engi- 
neering and sports car subsid- 
iary of General Motors, has 
been devoting a great deal of 
research to noise suppression 
both inside and outside the car; 
the latter to find out the best 
way of complying with 
drive-by noise tests planned for 
the European Community well 
before the end of the decade. 

Lotus has been developing 
the 19th century concept of 
anti-noise - generating, usu- 
ally through the car’s in-car 
entertainment system, sound 
waves of an opposed frequency 
to those emitted into the pas- 
senger compartment by engine 
and transmission and tyre 
ramble. The frequencies neu- 
tralise each other, greatly low- 
ering the level of noise per- 
ceived by the driver and 
passengers. 

The first commercially-pro- 
duced car to feature the system 
will according to Lotus, be 
launched in a few months 
time, although Mr Malcolm 
McDonald, Lotus' associate 
director responsible for noise, 
vibration and harshness 
research (NVH) refuses to say 
what it will be. 

, However, the research has 
progressed considerably since 
Lotus unveiled its first, not 
overly impressive, anti-noise 
system two years ago - with 
some remarkable results. In a 
recent test display at the com- 
pany’s HetheL Norfolk, pr ovin g 
ground, a standard Citroen AX 
small hatchback was wiarte to 
sound to the driver exactly like 
a Porsche 911, and later a Cor- 
vette V8, at the throw of a 
switch. To the world outside, it 
still sounded like a little 
Citroen. 

Lotus sees the system as 



♦— V- - • 








The Dodge Neon concept car endeavours to provide answers to environmental issues. 
Most of the components are made of, or can be, recycled Into reusable components. 
The wheels, for example, are made from recycled aluminium . 



much more than a hit of fun. 
As car design has converged, 
so there has been a trend 
towards anonymity. Lotus 
believes that the system Is 
highly marketable to the man- 
ufacturers of the world, in 
offering them the ability to cre- 
ate their own engine family 
character at minimal expense. 

Exhaust pollution remains 
one of the industry’s biggest 
concerns, with it accepted that 


all new cars produced through- 
out western Europe will be fit- 
ted with catalysts from the end 
of next year. 

During the past year head- 
lines have been made by the 
Hr amnian Pimsginnw legislation 
planned for - California, where 
10 per cent of all new car sales 
will have to he zero' emission 
- in other words,' electric - 
vehicles by the early 21st . cen- 
tury. Such radical approaches 


for Europe's car population are 
regarded as highly unlikely, 
particularly in the executive 
sector. 

BMW, Mercedes, Toyota, 
General Motors and other man- 
ufacturers all see the internal 
combustion engine as provid- 
ing the overwhelming form of 
motive power for cars until far 
into the 21st century. In many 
cases it .could advantageously 
be allied to continuously vari- 


able transmissions allowing 
the engine to ran continuously 
in Its most efficient and eco- 
nomical operating range- _ 

Such gearless transmissions 
are in production for smaller 
vehicles of up to 1-6 bt res. 
However, both British Terminol- 
ogy Group, through its Toro- 
trak subsidiary and Lotus are 
well advanced with such trans- 
missions for larger cars. 

Ttorotrak is operating Rover 
800 executive car prototypes 
with its transmission, for 
which Torotrak is cla imi n g an 
11.5 per cent overall reduction 
in fuel consumption, and lower 
exhaust emissions, compared 
with «imn«r manual transmis- 
sion cars. , 

One missed opportunity for 
si gnifican tly reducing urban 
exhaust pollution is soon to be 
. re viv ed, and its comes from the 
Volkswagen/Audi group. 

Five years ago there was an 
attempt to launch the Eco-Golf. 
resembling VWs hatchback in 
every respect except that it 
had no dutch for its five-speed 
gearbox. The clutch was oper- 
ated electronically every time 
the driver changed gear and. 
most importantly, the engine 
cut itself out completely when- 
ever the car was stopped at 
traffic lights or in traffic jams. 

The engine restarted auto- 
matically as soon as the gear 
was re-engaged. Since most 
urban exhaust pollution is gen- 
erated by vehicles at idle, a 
significant population of eco 
cars could cut pollution at a 
stroke. 

However, buyers never quite 
trusted the system, and the 
cars were withdrawn. VW con- 
siders that the time is ripe to 
try a gain, and tha system will 
be relaunched next year, 
although not necessarily In the 
Golf. 

With hindsight, launching 
the system in economy cars 
first was probably a mistake, 
acknowledges VWs Dr Barske. 
“If it had been launched first 
in Audi Mercedes or other up- 
market, executive cars, it 
would probably have been seen 
as desirable high-technology 
which buyers of less expensive 
cars would have been keen to 
have also." 

John Griffiths 


MOBILE COMMUNICATIONS: scourge or indispensable t ool 

Budget adds to cellular bill 


“One of the greatest scourges 
of modern life" was how Mr 
Norman Lament, the chancel- 
lorjtftiie exchequer, described 
thf cfctelephone in his Budget 
speedr: in, March. Then he 
anpaiiuyd that the use of com- 
pany car phones for personal 
calls would become subject to 
taxation from July this year. 

those who object to the new 
tax. - and they range from 
backbench Tory members of 
Parilaxnent to employees of the 
local one man-and-a-dog com- 
pany - argue tbat for most 
business people the car tele- 
phone has become an indis- 
pensable tool 

They point out that the cost 
of collecting the tax would 
probably eat away at most of 
the £10m, or so, that it is 
intended to collect. 

From the network operators 
paint of view the new tax is 
likely to provide more gloom in 
a particularly gloomy year, 
although both Cellnet, in 
which British Telecom has a 
majority stake, and Vodafone, 
the Kacal subsidiary, say the 
chancellor's remarks have had 
little real effect on market 
growth. 

PuttiDg a brave face on it, 
both Vodafone and Cellnet 
point out that the outcry by 
their satisfied business users 
has, at least, dispelled the 
myth that that the 1.2m ear- 
phones in use in the UK are 


just yuppy toys. Cellnet. for 
example, says that over half 
the customers on its network 
work for small businesses with 
less than 100 employees, and - 
many of those individuals are v 
actually self-employed - ■ 
plumbers, joiners and so on. 

Mr Chris Gent, managing 
director of Vodafone, describes 
the furore following the chan- 
cellor's speedi as a “storm in a 
teacup”, while showing consid- 
erable irritation that the 
explanatory document which 
was issued after the Budget 
announcement contained fac- 
tual errors on the revenues 
and usage of the networks. 


James Tanner , manag in g direc- 
tor for Tancroft Communica- 
tions, of London, which sells 
and installs earphone. 

Mr Tanner is quick to point 
out that the law will mean that 
only users of company-owned 
car phones will be taxed if they 
use the phone for personal 
calls for - which they do not 
reimburse their bosses - and 
only then by a maximum of £80 
if they pay tax in the higher 
tax bracket 

Self-employed business peo- 
ple will not be liable for the tax 
at all 

More important for the two 
UK operators has been the 


The new tax is likely to provide more gloom 
In a particularly gloomy year, although Cellnet 
and Vodafone say the chancellor’s remarks 
have had little real effect on market growth 


“I would have preferred it if 
the Treasury had done its 
homework first", says Mr Gent 
But at the sharp end of the 
market - the sellers and the 
installers of cellular equipment 
- the chancellor's remarks are 
greeted with far more anger 
than irritation. 

. “If you go out and ask any- 
one in the street what this tax 
means they say it means you 
are taxed £200 if you’ve got a 
cellular phone." complains Mr 


recession, which has lopped 25 
per cent off the number of new 
customers signing up for cellu- 
lar services, according to Mr 
Gent 

It has also resulted in a 
greater "churn" of customers 
- those who give up then- 
phones when business gets 
tough or their company goes 
bankrupt. 

All in ah, says Mr Gent, it 
has meant that the number of 
additional customers on the 


Vodafone network each month 
is half what it was before the 
recession. And to compound 
the problem the. amount ^pf 
time each customer 
the phone has also 
by about 9 per cent . . 

The result is that the net 
work operators have .spare 
capacity on their networks at a 
time when they are having to 
invest to install the infrastrnc 
ture for the next generation- of 
cellular radio, which 
digital. 

The GSM system, as it is fre- 
quently called, (standing for 
Gronpe Speckle Mobile), will 
be a pan-European system, 
eventually enabling a driver 
with a GSM phone to use it in 
London, Frankfurt or Paris. 

Vodafone plans to have a 
GSM service in the southeast 
- within the M25 and as far 
north, possibly, as Luton - by 
November or December this 
year. By the end of 1992, says 
Mr Gent, 90 per cent of the 
population of the UK will be 
covered by the service. Cellnet, 
on the other hand, is p lanning 
a trial GSM network this year, 
but will not launch a commer- 
cial GSM service until mid 
1992. 

Vodafone's reason for 
launching a service so quickly 
is to establish the digital ser- 
vice before the next generation 
of services - personal commu- 
nications networks (PCNs) - 





James Tanner, left, managing direc to r of Tancroft 
Communications, with a battery operated tax machine sending 
a document via a Panasonic transportable cellular telephone. 
Booking hotel rooms by Cellnet car phone, above 


steal the publicity in 1993, the 
Hate planned for their launch. 

Mr Gent acknowledges, how- 
ever, that take up of the ser- 
vice could be slow. 

The price of equipment to 
work on the network could 
prove a deterrent, with ear- 
phones likely to cost up to 
£1,000 each, compared to give- 
away prices of today's cellular 
phones. And there will not be 
the range of equipment, with 
only a few manufacturers hav- 
ing phones on the market 


■DEFENSIVE DRIVING TECHNIQUES: lessening the impact of accidents 

Advanced training that cuts errors 


when the service is launched. 
It could be some time before 
the bells and whistles of the 
latest analogue phones - such 
as voice recognition technol- 
ogy - is built into. GSM 
phones. 

Because of the spare capac-. 
ity in the two established 
phone networks at the moment 
- Vodafone reports it has 25 
per cent spare capacity .at the. 
moment, for example - the 
quality of reception oh them is 
as good as it has ever-been. 




Cellnet reports that in central 
London, the most hostile envi- 
ronment for cellular radio cov- 
erage, 92 per cent of calls get 
through first time and main- 
tain a good quality line for two 
minutes - longer than the 
average calL 

Although digital, the new 
GSM networks are likely to 
find favour at first with travel- 
lers who want to go overseas 
and, believes Mr Gent, with 
some domestic subscribers. 
Because the networks are digi- 


tal, subscribers who want to 
send computer data or facsim- 
ile messages over the radio net- 
work may be early customers. 

However, in spite of the 
availability of battery-powered 
fax machines at the moment, 
that simply plug into a socket 
in the car phone for sending 
and receiving textual messages 
on the move, the market for 
mobile offices is still proving 
slow to establish itself. 

Della Bradshaw 
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Multiple ‘?° n *• M6 Involving 40 vehicles 


WITH its renewed attack on 
company cars the British gov- 
ernment’s Budget in March 
has concentrated corporate 
min ds wonderfully in the UK 
on the costs of providing cars 
to employees, from the chief 
executive to the sales repre- 
sentative. 

Hordes of accountants are 
analysing minutely the impact 
of companies paying national 
insurance contributions for 
the first time on the provision 
of company cars, and financial 
controllers are seeking to 
determine whether the chief 
executive with his perk Jaguar 
would actually be better off 
buying the car Himself because 
of the latest jump in the scale 
charges for taxing the com- 
pany car benefit. 

Such efforts are understand- 
able, but in assessing the costs 
and benefits of the company 
car, less obvions factors 
deserve consideration, not 
Tooct the level of skills of the 
drivers. 

How often do corporations 
examine the driving skill s of 
the individuals, to whom they 
are Handing over pieces of 
equipment costing anything 
from £10,000 to £40,000, and 
which may be crucial to the 
smooth running of their busi- 
nesses? . 

Not nearly often enough, 


argues Mr Kenny Roberts, 
director of Advanced Tuition 
Car, and one of the pioneering 
advocates of defensive driving 
techniques. 

From bis base at North 
Weald Aerodrome in Essex - 
the tarmac provides an excel- 
lent skid pan - Mr Roberts is 
seeking to persuade c mn pM nies 


Most company car 
drivers will have done 
no training since 
passing their driving 
test in their late teens 


to assess more realistically the 
true cost of accidents that 
their company car drivers are 
producing. 

He maintains that 95 per 
cent of accidents are caused by 
driver error, not mechanical 
failure. While companies may 
spend hundreds of pounds 
sending employees on com- 
puter courses, it is irresponsi- 
ble to expect staff to drive up 
to 35.000 miles a year without 
any special training whatso- 
ever. 

Most company car drivers 
will have done no training 
since passing their driving test 
in their late teens. According 


to Mr Roberts many car driv- 
ers are under pressure in their 
jobs, winch wiwms that Hwir 
working environment makes 
them especially vulnerable to 
accidents. 

About 78 per cent of drivers 
in accidents are over the age 
of 26. He maintains that com- 
panies are experiencing that 
65-80 per cent of their cars are 
involved in insurance claims 
in the coarse of a year and 
that the average cost of an 
accident is about £700. 

The costs mount rapidly 
when other costs are included 
such as car hire while the Ford 
Sierra or Vauxhall Cavalier is 
off the road, excess insurance 
payments and higher insur- 
ance premiums, in the extra 
administrative and paper work 
for the company car manager 
dealing with the accident, in 
paying the employee while he 
Is off recovering, In the loss of 
business because of lost 
appointments with customers, 
in lower residual values for 
the car. The list is apparently 
endless. 

“Ten years ago car service 
managers and financial con- 
trollers may have said this is 
normal, we have to live with 
this," says Mr Robots, “but in 
fact their is a need for driver 
training." 

He maintains that compa- 
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Wreckage of a car being towed away after an accident on tbe M4 


nies whose drivers have been 
trained in defensive driving 
techniques have reported cuts 
of 35 to 40 per cent in their 
accident costs. 

A cut in such costs of only 
10 per cent can pay for -the 
driver training. Benefits come 
in other ways too. 

“A car doing 30,000 miles 
may use £2,000 worth of fuel 
There is the wear and tear and 
running costs, if we can make 
someone a safer and more con- 


scientious driver we can save 
three to four miles per gallon, 
by using the throttle better 
and the gearbox more effi- 
ciently.” 

Courses may cost from £140 
to £235 a day depending on the 
course content, the number of 
drivers being trained, the ratio 
of instructors to drivers and" 
the location of the course. Mr 
Roberts stresses the need for 
flexibility in tuition and the 
importance of tailoring, the 


coarse to different clients’ 
requirements. 

He points to Che barriers, 
that must be overcome in 
aider to win over a sceptical 
clientele. 

“Company car drivers often 
do not value their cars. We 
need their co-operation 
because we want them to keep 
aa taking the medicine, when 
they go away.” 
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TEST DRIVES 


THE longterm implications of 
the Budget for the company 
car are still being agonised 
over by the trade. But execu- 
tive user-choosers know that 
their best .proposition is a car 
in the second tax hand having 
a scale rate of £2,650. 

Tb 1 qualify it must cost less 
than. £19,250 and have an 
engine of under 2-litres cylin- 
der capacity. After that, having 
a car with a larger engine and 
higher purchase price becomes 
costly for the tax payer. 

Audi’s new 100 is a good 
example of how manufacturers 
and importers have tailored 
their product to meet the new 
tax rules. Although two of the 
new 100s the 22 litre, 5-cyl- 
inder and 2-Iitre, 4-cylinder 
cost less than £19,250, only the 
+cylmder model slips tnin the 
mltMlp (that is, fee +htm 
£19,250 and tinder 2-litre) tax 
band. 


Jaguar comes very 
close to matching the 
Lexus lor the quiet 
comfort of its ride • 


It Is . a pleasant car, quite 
huge, solidly built, adequately 
powerful and with better han- 
dling balance than its prede- 
cessor. The seats are an the 
fins side,' in the German man- 
ner, but the interior and boot 
very roomy.- Low ie^fe of 
rtiechnntaU, wind and road-fo- 
(haced fyire noise make it qufet 
oa the motor w ay . - . 

’ L onger established but ho 
desiraldecars in' tins 
include the Alfe Romeo 184 
Twin Spark; Lancia Thema 
2JS; all Flat Cromaa, farinfflng 
a 2000 Tnrim-iidzkh is closely 
relatedtothe Thema turbo but 
priced dne hand lower, and the 
Saab 900QL 

Theyare boat on the same 
platform and performance dif- 
ferences axe subtle. The Alfa 
Romeo is perhaps the sportiest 
but ah should please an enthu- 
siastic driver as much as they 
will satisfy the user who 
demands only that a car be 
spacious, safe handling and 
relaxtagto drive. 

BMW’s 5181 and 8201 with 
manual transmission may lack 
the Jtick-fn-the-back accelera- 
tion of the larger engined Sce- 
nes cars but go uncommonly 
well. The Citroen XM and 
Peugeot 605 share the same 
2-litre, 4-cylinder engine and 
many other components but 
manage to fed totally different 
in character. The XM is indi- 
vidual and unusual, the 605 
refined but conventional 
almost to the point of blandr 
ness. 

Pond’s veteran 2-htre Gran- 
ada zides notably well ami, like 
the Peugeot 605 and Yankton 
Carlton, can be had with auto- 
matic transmission and still 
stay within the £19£50 barrier. 
The Hover 800s with 4-cyhnder. 
16- valve engines- have matured 
well and combine contempo- 
rary performance standards 
with interiors Eke Traditional 
country sahdtor's Hovers had 
in days gone by. 

VW& 2-Utee Passat is roomy 
within, compact without and of 
rock-like build quality; the 
Vcdvo 94fl GL and SB make a 
virtue of conservatism but are 
surprislngfygopd to drive; and ' 
the Renault 25 Appeals to users 
who remain unconvinced of 
the virtues of saddle-hard seat* 
ing. 

Recent newcomer to the 
compact ex ec ut i ve dass of car 
offering all the comfort, refine- 
ment and performance of the 
larger ones without their bulk 
is the BMW 3-Series. The IB 
litre 4-cylinder and 2-litre, 
6*y Under 3181 and 3204 saloons 
look and feel more like scaled- 
down 5-Series cars than 
straightforward successors to 
the former 3-Series. 

Fiat and Lancia have made a 
hid for a share of this market 
sector with the Teatpra and 
Dedra. Both have a number of 
common components but feel 
as well as look like different 
marques. 

Although the new .BMW ISe- 
ries and its most obvious rival, 
the ageless and classic Mer- 
cedes' 190. have rear-wheel. . 
drive, the great majority of 
compact, executive cars am ; 
now hunt wheel driven.' 

As power-assisted seeriag is 
standard, tte *i»CMftVing ben- 


efits of putting engine and 

-i mniCTnfeprirm ' into a TmH 

are realised without making 
them difficult to park or heavy 
; to manoeuvre at low speeds. 
Now .worthy of comparison 
with ..tile best in class are 
Rover Group's 200 and 400 
series saloons and hatchbacks. 
Nearly all are powered by 
Rover's own outstanding El-se- 
ries engine with four valves 
per cylinder. They go and ride 
extremely well and have a 
hard to describe (but easy to 
discern) finesse, wealing their 
wood veneer trim as unselfcon- 
sciously as do their larger 
brethren. 

In the compact executive 
class, users can opt for the 
safety benefits of permanent 
four-wheel drive without going 
* through the £13,250 harrier 
though it will mean foregoing 
an automatic transmission 
option. AH- wheel driven mod- 
els include the Citroen BX, 
Mazda 626 GTi, Ford Sierra, 
Peugeot 405 and Vaxxxhall Cav- 
alier. Quite apart from its obvi- 
ous advantages in wintry 
weather, all-wheel drive elimi- 
nates the risk .of wheelspin 
during hard acceleration 
improves handling balance on 
wet roads. 

Users able to contemplate 
cars in the £19,25l-£29,000 ynri 
over-£29,000 price brackets in 
spite of their tax penalties are 
. better catered for than ever. 
The 3.6Jitre Audi VS at 
nearly £43.000 is the first lux 
ury saloon to combine the 
quattro system of toll time all- 
wheel drive with automatic 
transmission. The interior 
would not be out of place in a 
Jaguar and few executive-style 
- cars allo w so great a perfor- 
mance potential to to exploited 
. so easily and safety. •• 

" hi sheer performance teams, 
the twin-turbocharged Vaux- 
hall Lotus Carlton has few if 
any rivals. But its very heavy 
rtirtrh, ultra-high gearing and 
lad of an automatic transmis- 
sion option would make it a 
strange choice for a business 
motorist After an, they must 
reckon on spending a fair pro- 
portion of driving time in 
dense city-centre traffic or 
inching along in motorway 
tailbacks. B is hard to see how 
anyone could enjoy, or even 
tolerate, a Lotus Carlton in 
these conditions. 

Ford, more sensibly, put its 
Cosworth-devetoped, 2B-fitre 
24-valve .VS engine in a fairly 
normal Scorpio with automatic 
transmission as standard. K is 
a fast and agreeable car 
marred only by two things - a 
transmission over-eager to 
downshift and tyres so wide 
they make it fidgety on motor- 
ways and noisily uncomfort- 
. able on ro u gh minor roads. 
Having shown everyone else 
the way in family cars, sports 
cars and recreational on-off 
road four-wheel drive vehicles, 
the Japanese makers have 
turned to the luxury executive 
sector. 

The Tbyota-buflt Lexus, with 
a 4-litre, 32-valve VB engine, is 
arguably the quietest car in 
the world, regardless of price. 
Whether cruising on the auto- 
bahn at 120 xnph (193 kmh) or 
briskly climbing a mountain 
•; pass, the is sepulchxally 
sflgnl Its Stirling gives it a dis- 
tinct resemblance • to the for- 
mer Mercedes S-Class and 
BMW's 7-Series, which is 
undoubtedly no accident, but 
for urbanity, it has zh> peer. 

Mitsubishi’s Sigma 3-litre 
makes wide use of dectrcancs 
to enhance traction (and there- 
fore safety) when driven on 
slippery zoads. A microproces- 
sor modulates engine power so 
it cannot break tyre grip dur- 
ing acceleration and cornering. 
Sigma has rear-wheel steering 
that makes lane-changing at 
speed uncannily neat and tidy. 

Jaguar stiff comes very dose 
to matching the Toyota Lexus 
for the quiet comfort of its ride 
hut Mercedes-Benz, with its 
new S-Class, has raised the 
gtekpfl — and thfi prices fig 
VI2 engined, 406 horsepower 
600SEL wffl. it is reputed, cost 
over £80,000 when it arrives in 
Britain next November. For 
the moment, there can be Bifie 
doctfif that Qds multinational 
corporation chief executive's 
carriage is the best saloon car 
tathe world. 

Stuart Marthas 


Jaguar XJS (left) Is «tffi rated 
highly especially for Ha lavish 
Interior. 

Mazda 626 (right) die GTI fea- 
tures four-wheel drive for 
improved handBng and safer 
winter driving. 

Lends Dedra (below left) to 
seen as part of Flat’s bid for a 
share of foe compact execu- 
tive car daaa. 

The Mercedes-Benz S Class 
(below right) has raised the 
stakes with Its V12 engine 
providing 408 h o r s epow er at 
a price Biat Is expecte d to be 
over £80,000 








The new Honda Legend. It comes from good stock 


Following the success of the Honda powered this was done by fitting the 3.2 litre 24 valve of the safest cars for the environment 


Formula One car and the critically acclaimed V6 engine longitudinally rather than transversely.) 


NSX Supersports car, Honda announce the 
new top of the range Legend saloon. 


. As you would expect from a top of the 
range saloon, the Legend is highly specified 


The Legend incorporates technology, based with both luxury and safety features. 


For more information send off this coupon 
or ring your local Honda dealer. 

He'll be happy to introduce you to o ur 
latest thoroughbred. I 


on the Formula One and NSX cars, to produce 


A standard SRS airbag which inflates on ft ^ 


the type of dynamic drive not normally associated impact, combined with crumple zones, a safety 

with luxury saloons. Handling has been greatly cage and reinforced doors make it one of the 


To: Honda (UK) Information Service. PO Bcx^rT iJITT — ! 
Middlesex TW4 5BR. • Hwas, °*. j 


twids.Mtsi’ifj/ wws situ* 


improved by giving the Legend more even 
weight distribution. (For the technically minded 
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safest cars on the road. 




And a catalytic converter makes it one ™ c ” j: ^ i 
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hinking Ahead of its Class 


Drive the new Sigma— and get ready for a sudden revelation. You’ll be 
sle to tell right away this is more than just another executive saloon. 

The truth is, too many of today’s cars conceal some pretty traditional 
unking beneath a coating of modem technology. For Mitsubishi’s engineers, 
lis was reason enough to probe much deeper; and to radically reappraise 
le basic conventions of automotive engineering. 

They put a lot of thought into safety and performance — two elements 


traditionally regarded as poles apart. And they ^covered thatit is possib 
through truly dynamic new technologies, to vastly, improve boih saft^;; 
and performance at the same time. Wi : ‘' 

This discovery is at the heart ofMtsubishTs^ 

Complementing a high level of basic automo^ 

incorporates a unique combination of (active safety features like aridlc^^* 

brakes, four-wheel steering, electronical * ■ 


«w 







\'-t . 









,-wr* ■■':■:■-■■ vv . : .':-; (:-.:> S^- :rT ; .< A'. 


■' . . ♦': 


^usm 

' - *r..w * •' 


®ip% ■*. 






<%i y> 

’ ’>' 


•^ii k v ••••=««*•. > 

k ; *"*" ; ;S 

t* .>■ ■ ■ -•• .M 

■ ', w- 

?jji r "'•••' 


^i..,i.ii»i» W. ' . TUT i - - 


tr if.',: 4m,n *Tt 
*"*i l . f - S 


:■ : 




Designed to be Driven. 
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intelligent traction control system— all developed to simultaneously enhance 
safe handling and impressive performance. 

And while other cars in the executive saloon class try to follow suit, 
the superiority of Sigma’s safe performance is distinct. You’ll think so while 
you enjoy the drive. 


Mitsubishi Motors UK Distributors: 

The Colt Car Company Ltd, ’9fetermoa£ 
Cirencester, Glos. GL7 1LE TeL 0285^55777 

MITSUBISHI 

SIGMfi 
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is during years of falling 
Markets like this that those 
*ho own or operate the small 
^jecialist car companies on the 
ghges of the industry feel 
‘Ffoges of mortality. 

: Past downturns in this most 
notoriously cyclical of indus- 
tries have traditionally pro- 
duced their crop of casualties. 
Either in the form of closure 
tor those companies with no 
Particular pedigree, or loss of 
^dependence for those with 
well-respected names. 

Such downturns expose situ- 
ations that are present, but 
hidden during the' good times- 

It increases the difficulties 
that spec ialis t companies have 
tQ standing up against the big 
league of manufacturers who 
°an outspend them on research 
and development and which 
are showing every sign of 
wanting to take over the small 
®arket niches which the spe- 
cialists traditionally have had 
to themselves. 

The proudest names have 
n* been exempt: 

Aston Martin is To per cent 
owned by Ford. Jaguar is 
wholly owned by Ford. Lotus, 
for all its innovatory' engineer- 
tug. was unable to generate 
enough cash to avoid crisis and 
for the past five years has been 
owned (very much at arm's 
length) by General Motors. 

Overseas, even Saab - a 
large niche player with peak 
production of about 100.000 
units a year - has decided 
that life with GM is preferable 


BSPEC1ALISTS: recession brings the hungry takeover wolves to the door 


ew crumbs of comfort from US sales 


It embodies the spirit 
of the business, says 
Mr Wheeler, ‘I literally 
designed if on the 
back of a fag packet’ 


to running up further large 
tosses. And" one of the proudest 
names oF all, Ferrari, is part of 
Fiat 

Inevitably the sharp decline 
in luxury car sales in the 
world's single most valuable 
market, the US. and other 
important countries has 
prompted speculation about 
the two surviving most famous 
names still not under the con- 
trol of a large vehicle maker - 
Rolls-Royce Motor Cars of the 
UK and Stuttgart-based sports 
car maker Porsche. 

In unit sales terms, the US 
market is turning into an 
unmitigated disaster for Por- 
sche. The company which in 
die late 1980s was selling more 
than 30,000 cars a year in the 
US - more than half its output 
- saw those sales plummet to 
just under 10.000 last year. The 
first four months of this year 
were worse yet: the 1.533 sales 
achieved were less than half 
the equivalent 1990 level. At 


this rate, Porsche will do well 
to sell 5,000 cars in the US this 
year. 

Financially. Porsche is a 
long way from crisis. In March 
it disclosed profits for the half - 
year ended January 1991 which 
were down by 13 per cent - 
but still DM65m. It expects a 
slight drop in revenue but a 
satisfactory year as a whole. 

This is in spite of depressed 
sales in the UK. where reces- 
sion and intensifying competi- 
tion have cut demand by 
nearly one half; another big 
blow to Porsche because the 
UK is normally its second-larg- 
est export market Its UK sales 
for the year’s first five months 
stand at 851. compared with 
1.577 in the same period of last 
year, and for the first time 
there have been sales incen- 
tives such as cheap finance. 
About 30 people have been 
made redundant at Porsche's 
UK headquarters. 

Doubtless things would have 
looked a lot worse had it not 
been the newly-expanded Ger- 
man domestic market, where 
sales have jumped by 25 per 
cent, reducing the export share 
of Porsche's sales to 64 per cent 
from 71 per cent. 

Porsche has been compensa- 
ting for its dwindling unit sales 
by moving further upmarket. 
Its basic 924 model is long 
gone, and its 911 range has 
been almost completely re-en- 
gineered in Carrera 2 and Car- 
rera 4 (for four-wheel-drive) 
forma. 

In the coming months it will 
unveil the 968, a sufficiently 
large overhaul of the main- 
stream 944 model for Porsche 
to give it a new model designa- 
tion. 

Whether such actions will 
prove enough in the face of a 
flood of new products from 
mainly Japanese manufactur- 
ers - but also Mercedes’ new 
SL and convertible range - 
only time will telL 

Porsche, like some other 
European producers, leans 
heavily on the long-established 
prestige of its name and per- 
ceived engineering qualities for 
its success, and premium 
prices, and points out that this 
aura still largely eludes Japa- 
nese rivals. 

But for how long? 

WEI Porsche retain its mys- 
tique and prestige only as part 
and parcel of a retreat upmar- 
ket into far smaller production 
volumes? Will, in the end, this 
manufacturer which in the late 
1980s was producing more than 





Ward: no qualms about Rolls-Royce’s ability to survive as an Independent The Bentley Continental R surprised 
the motoring cognoscenti and Is the first Bentley lor 30 years to have a separate bodyshell from the Rolls Royce 


50.000 cars a year, move closer 
to being a Ferrari, whose 
annual output totals l es s than 
4.000? 

Porsche can take little com- 
fort from developments in the 
US. The 160mph, mid-engined, 
aluminium-bodied and other- 
wise high-tech Acura (Honda) 
NSX has been on sale in the 
US only since late last year. In 
the first four months it has 
sold 767 units, more than half 
as many as Porsche's total 
sales, even though the NSX is 
a single model and priced at 
more than $60,000, nearly 
$20,000 more than the entry- 
level DM Porsche. 

Mitsubishi's 150mph twin- 
turbo 300GGT, perceived by 
many as a Porsche rival, if not 
by Porsche, sold over 4.000 
units in the first four months 
and 10,000 if the Dodge-badged 
version, the Stealth, is 
included. The fastest, most 
expensive versions of both cars 
undercut the cheapest Porsche 
by more than $10,000. 

Buyers of such cars tend to 
be both sophisticated, and criti- 
cal leaving no room for com- 
placency among the Japanese 
manufacturers. Thus Toyota’s 
ageing Supra coupe is losing 
ground rapidly, and Nissan’s 
much newer 300ZX has had a 
relatively lukewarm reception. 

The point is. Nissan. Toyota 
et al have vast resources with 
which to amend the improve 
the situation. Porsche, in com- 
parison, has not 

Nor. indeed, has Rolls-Royce 
Motor Cars. 

The Crewe-based luxury car 


maker with perhaps the 
world's most envied reputation 
is not an independent in the 
strict sense of the term, since 
it forms the largest part of 
Vickers, the UK defence and 
industrial group which, as of 
the past year also includes Cos- 
worth. the high-performance 
engine specialist. 

However, Vickers itself is 
small by volume car company 
stan dards, with a turnover of 
£778m last year. It is thus not 
completely imm une to take- 
over itself, although its defence 
activities provide some protec- 
tion, as the temporary holding 
of 20 per cent of its shares by 
New Zealand entrepreneur Sir 
Ron Brierley. 

Rolls-Royce is having a very 
lean time. So far this year, 
sales of Rolls-Royce and Bent- 
ley cars are down by about 50 
per cent on the 3.333 cars sold 
worldwide last year. In the UK, 
the company has sold 296 cars 
in the first five months of the 
year, compared with 588 in the 
same period of 1990. 

Mr Peter Ward, chief execu- 
tive, professes to have no 
qualms about Rolls ’s ability to 
survive as an independent In 
pari this is because of the 
unique niche Royce has held 
for so long at the very top end 
of the market, and which no 
manufacturer has ever seri- 
ously challenged. 

That has not meant standing 
still - reflected in both steady 
updating of the cars to incorpo- 
rate proven new technology 
and a radical modernisation of 
production methods at the 



The XJS V12 Convertible (left). Sir John Egan (above, right) and 
William Hayden at the time of the announcement that Hayden 
was to replace Sir John when he retired in June last year. 
Jaguar’s famous E-Type (below) which was launched 30 years 
ago was a milestone in automotive history, its price in March, 
1961 was just under £2,100 



once-chaotic Crewe facilities. 

This greater manufacturing 
efficiency played a leading role 
in Rolls’s ability to contribute 
just under one half of Vickers’ 
£96. 5m profits last year. 

It has not been achieved 
without cost, in the form of 
deep job cuts. Last month the 
company announced the clo- 
sure of all except body-making 
operations at Mnlliner Park 
Ward, its proud old coachbuild- 
ing subsidiary in north Lon- 
don, with the loss of 500 jobs. 
That brought the total jobs lost 
to 1,200 since the start of this 
year, leaving 100 at Mulhner 
and 3,400 at Crewe. 

Much tighter control of the 
business has left Rolls-Royce 
with the resources to achieve 
that almost unheard-of feat in 
recent years - the springing of 
a total surprise at a motor 
show. At Geneva this spring, 
the company unveiled a com- 
pletely new coupe, the Bentley 
Continental R, the first Bentley 
model to have a separate bod- 
yshell from the Rolls for more 
than 30 years. That Rolls-Royce 
was preparing such a car was 
known, but it had not been 
expected before 1992 at earliest 

It is a measure of the pricing 
flexibility available to the com- 
pany that, even at “about 
£160,000*', the first year’s 
planned production of 280 cars 
is said to be accounted for, 
even though actual deliveries 
will not start until next year. 

Also bucking the falling 
sales trend is (hoop Lotus. The 
Norfolk-based sports car maker 
and consultancy engineering 


group, virtually doubled out- 
put last year to 2,142 and on 
current trends will produce 
more than 3,000 this year. The 
reason is simple: the onset of 
full production of the Elan, 
Lotus’ first small sports car 
since the 1970s. 

A great deal of cynicism 
among the motori n g media pre- 
ceded the Elan's la unch, linked 
to the fact that Lotus was opt- 
ing for front wheel drive and a 
Japanese (Isuzu) engine - 
both anathema to old-fash- 
ioned ‘purists’. 

Only belatedly has it been 
realised that, with its innova- 
tory front suspension raft, 
Lotus has found a way round 
the most well-known problem 
of high-powered front wheel 
drive cars. This is the steering 
wheel wriggling hard in the 
driver's hands as the front 
wheels struggle to cope with 
both transmitting drive and 
steering. It is entirely absent 
from the Lotus, and the system 
is expected to appear In other 
manufacturers' front wheel 
drive cars in the future. 

Further out on the fringes of 
the specialist car market lie 
the really small companies 
which, if buying decisions were 
to be based purely on unemo- 
tional logic, probably would 
not exist. 

Among the foremost is Mor- 
gan, with its open four-seaters 
which have changed little in 
appearance for 40 years and 
which are virtually hand-made 
at Malvern in volumes of less 
than 10 a week. Morgan Is 
famous almost as much for 



The Poncho Carrera 911 Turbo (top): the range has been 
re-engineered and comes with a four-wheel drive version. 
The Morgan Plus 8 (centra) on the fringes ot the specialist 
market but the compa n y maintains a healthy order book. 
Lotus Elan (bottom) helped to double output last year 


blowing a televisual raspberry 
at former ICI chairman Sir 
John Harvey-Jones, who on a 
TV company doctor visit pre- 
scribed both higher prices and 
higher production. 

The company has never suc- 
cumbed to the temptation to 
expand, and says that to raise 
prices significantly would rep- 
resent a betrayal of its custom- 
ers. 

As a result, it might not 
make vast sums of money - 
investing in a completely new 
model would be a hardship and 
in any case is not what Morgan 
is about But even in the deep- 
est recession it can claim that 
it’s order book has remained 
measured in years, not 
m onths 

TVR is also a well-estab- 
lished specialist name, produc- 
ing just under 1,000 sports cars 
a year at its Blackpool, north- 
ern En gland headquarters. The 
company, which employs 250 
people, has often trodden a pre- 


carious financial path since it 
was founded in 1954. Run by 
chairman and chief executive 
Mr Peter Wheeler, a chemical 
engineer, it survives on inge- 
nuity, flexibility and a con- 
struction system based on 
tubular steel space frames and 
-glass fibre panels. The com- 
pany has extensive fibre-glass 
activities and creating moulds 
for a variety of cars is regarded 
as a relatively cheap process 
forming part and parcel of the 
business. 

It was on this basis that TVR 
was able to launch no less than 
two new cars at last year’s 
motor show. One, the road 
going version of TVR’s Tuscan 
racing car, was widely 
regarded as a hit of the show. 

It embodies the spirit of the 
.whole business. “That one", 
recalls Mr Wheeler, “1 literally 
designed it on the back of a fag 
packet" 


John Griffiths 


IJAGUAR- Ford’s protective shield fends financial pressures 


Glimmer of hope amid gloom 


JAGUAR, the UK luxury car 
maker, was losing money when 
it was taken over by Ford of 
the US in late 1989 for £156bn, 
but the world’s number two 
car maker could hardly have 
believed that the first 18 
months of its ownership would 
provide quite such a bumpy 
ride. 

Last year Jaguar’s pre-tax 
loss deepened to £66 .2m from 
£5&3m in 1989, while its turn- 
over shrank by 11 per cent to 
£1-Q2bn. It was hit hard last 
year both by the recession in 
the UK luxury and executive 
car market and by the weak- 
ness of the US dollar. The US is 
its largest single market 
Its sales worldwide fell by 9.8 
per cent last year to 42,754 
including a 25.1 per cent drop 
in UK sales. Production was 
cut by 13 per cent to 41,883. 

The pressure on the luxury 
car market has intensified this 
year, and in the first quarter 
Jaguar’s total sales worldwide 
have plunged by 45.4 per cent 
to only 6,774. while output was 
reduced by 57.8 per cent to 
5,339 from 12,652 a year ago. 

In the first quarter its sales 
in North America at 2^78 were 
54.7 per cent lower than a year 
earlier, while its sales in the 
UK tell by 43-2 per cent to 2,104 
and in the rest of Europe by 
345 per cent to L582. The only 
bright spot was Japan, where 
sales were unchanged at 590. 

The company has been 
forced to take drastic action to 
lower output and cut costs. In 
the first three months this year 
production was stopped for six 
weeks in order to lower bloated 
stock levels. 

Jaguar is forecasting output 
for 1991 of about 34,500 cars 
and sales of 36.00037,000, the 
lowest levels since 1984, the 
year it was privatised. 

It is completing a pro- 
gramme to cut its workforce by 
about 1.050 people through 
early retirement and voluntary 
redundancies, and up to 500 
more jobs could be cut by the 
end of the year. 

The workforce had been 
reduced from a peak of 12,835 
people in 1988 to 12,100 last 
year and is expected to tell to 
about 10,500 by the end of 1991. 

Amid the gloom, Mr Bill 
Hayden, previously Ford of 
Europe’s manufacturing 
supremo and the man sent in 
by Ford last year to follow the 
charismatic Sir John Egan as 
Jaguar chairman, insists that 
there are glimmers of hope. 

The first benefits of the com- 
pany’s landmark 1991/92 labour 
agreement are beginning to 
show through in much higher 


productivity, and Jaguar is 
determined to reach quality 
levels with its recently 
launched revamped XJS coupe 
and convertible range, that the 
company had previously never 
dreamed of attaining. 

Jaguar manflgPTiipnt admits 
that the first 16 months of Ford 
ownership has been traumatic, 
but the company insists that 
substantial progress is being 
made in b ring in g its manufac- 
turing and product develop- 
ment operations into the mod- 
em world. 

“Jaguar was quite an intro- 
verted company." says Mr Hay- 
den, “it muddled through but 
was not aware of competitive 
standards outside." 

Undoubtedly helped by the 
rapidly worsening economic 
environment Jaguar has man- 
aged to revolutionise its labour 
practices with a two-year 
agreement reached last Novem- 
ber, which represents the big- 
gest change in working prac- 


ing problems they found, 
assisting in statistical process 
control or carrying out quality 
calculations. “All that has 
gone," says Mr Hayden. 

At the same time, group 
leaders are being appointed for 
the first time from among the 
hourly workers to assist in 
tracking quality and produc- 
tion problems and with an abil- 
ity to work horizontally 
through the organisation 
rather than through the man- 
agement hierarchy. 

The unions previously 
decided the allocation of over- 
time. now management has 
regained control although it 
has undertaken to publish 
openly its requirements so that 
there can be no suspicions that 
it is abusing its newly-won 
powers. 

Ford's ownership of Jaguar 
has had an equally purgative 
effect on the company’s engi- 
neering and product develop- 
ment functions. Plans for a 


‘We want a structure that is financially viable 
at all times. All that has changed is the identity 
of our banker* 


tices in the company's history. 
It has finally eradicated shop- 
floor arrangements that disap- 
peared elsewhere in the motor 
industry in Britain 10 to 15 
years ago. 

Mr Hayden claims that 
direct labour productivity in 
the year since November is 
about 18 per cent higher than a 
year ago. 

“We were not in a position to 
put industrial engineers on the 
shop-fioor to time standard 
work and carry out process 
checks. Now we can and do." 

The notorious system of “job 
and finish" whereby there was 
a tacit agreement that workers 
left tbe assembly line when a 
certain number of units had 
been produced, regardless of 
when the shift ended, has been 
stopped. There is now “bell-to- 
be II working". 

Mr Hayden claims that the 
demarcation lines among the 
semi-skilled workers that had 
bedevilled the manufacturing 
operations have been abol- 
ished. “Before jobs were allo- 
cated by the unions. It was a 
metal finisher’s job or a TGWU 
(Transport and General Work- 
ers Union) job. You could not 
allocate one to the other. 
Changing schedules or re-man- 
ning the lines was impossible." 

Before Jaguar workers 
refused to take on tasks tradi- 
tionally outside their narrowly 
defined duties, such as detail- 


new sports car - the heir to 
Jaguar’s legendary E-Type - 
which had been under develop- 
ment for several years were 
finally scrapped last year, 
when the company realised 
that it was proving unable to 
meet tbe cost, specification and 
performance criteria it had 
established for the project 

At tbe same time, the new 
top management inserted by 
Ford and led by Mr Hayden 
has insisted on tough new 
quality standards. The launch 
of the revamped XJS coupe 
and convertible range was 
delayed for about four months 
until the required standards 
could be reached. Jaguar has 
spent about £50m on revising 
the range - priced from 
£33,400 to £50,600 - the most 
comprehensive changes made 
since the XJS was launched in 
1975. Nearly 40 per cent of the 
car’s body panels are new and 
overall there are L20Q new or 
modified parts. 

Engineering changes to 
make the car easier to manu- 
facture along with changes in 
process and labour practices 
have cut the hours per car by 
about 19 per cent. 

Mr Hayden has brought with 
him from Ford the US car 
maker's UPAS (uniform prod- 
uct assessment) system for 
measuring quality, and he 
insists that the new XJS will 
be introduced with the detects 


per vehicle cut to only one 
third the level that existed a 
year ago. "No one had the con- 
fidence a year ago to believe 
that possible." 

At the same time Jaguar is 
moving quickly to address 
weaknesses in its worldwide 
distribution and dealer net- 
work, particularly in Europe. It 
has taken control of its distri- 
bution in Germany and Italy, 
Spain follows later this year, 
and it will control distribution 
in all its main European mar- 
kets within five years. 

For the long-term Ford has 
heady ambitions for Jaguar, 
which is planning to more than 
treble output by tbe end of the 
decade to more than 150,000 
cars a year with the launch in 
the second half of the 1990s of 
a replacement for its XJ6 lux- 
ury saloon range and the intro- 
duction of a smaller, sportier 
Jaguar saloon range to chal- 
lenge the likes of the BMW 3 
and 5-Series. 

However, the ambitions 
come with another £lbn price 
tag, for development and capi- 
tal investment costs, and Ford 
will need a steady nerve in its 
present troubled, times. 

Mr Hayden warns, “we will 
not spend money that cannot 
be justified In the long-haul. 
Cash flows are negative to 
what we thought they would 
be. There will be changes in 
spending plans in coming 
years. We will push product 
work over a longer period to 
conserve cash." 

The Jaguar chairman says 
that financial pressures on the 
company are forcing it to delay 
by up to 12 months the crucial 
new model development pro- 
grammes planned for launch in 
the second half of the decade. 

Ford has given Jaguar the 
opportunity of planning for the 
long-term and for the develop- 
ment of a mode) range that 
would have been impossible if 
Jaguar had remained a small 
independent specialist luxury 
car maker. 

However, the US car pro- 
ducer has its own more imme- 
diate fin ancial pressures with 
mounting losses in its core 
North American automotive 
operations, which could 
impinge on Jaguar’s own 
spending plans if left 
unchecked. 

Mr Hayden insists that in 
the long-term Jaguar must jus- 
tify its own existence finan- 
cially. “We want a structure 
that is financially viable at all 
times. All that has changed is 
the identity of our banker." 


Kevin Done 
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If ever a car was equipped to roothe you as 


it moves you, it is the Carlton CDX. 

It sails along the motorway courtesy of 
a silky 6 cylinder, 2.6 fuel-injected engine. 

Yet it is equally as smooth when pottering 
along in slow moving traffic. The reason for this 
isVauxhalTs unique dual-ram system. 

(It’s also the reason why other 6 cylinder 
engines, cannot match its fluid performance.) 

A sleeker front, colour-keyed bumpers and 
low profile tyres give, it unmatched looks too. 

Whilst the CDX is winch quieter thanks to 
improved noise- insulation. In-flight entertain- 
ment is provided by means of a superior six- 


speaker audio system with CD player, 


Other cabin services include a 7-function 
trip computer and electrically heated front seats. 
(In leather if you so desire.) 

There’s even the luxury of knowing that 
the Carlton CDX comes with one year’s free 
travel insurance; Vauxhall Assistance. 

It’s our unique accident management and 
ioadside recovery service. 

Added to which there’s VauxhaH’s Price 
Protection Plan This guarantees that the price 
you’re quoted is the one you pay. 

(All we ask is that you agree to take 
delivery within 3 months of the date of your 
order or as soon as the car becomes available.) 


There are 6 CDX models, in 


tax efficient 2.0 litre version. 

So why not beat a flight pa 
Vauxhall dealer’s door? Were confi 
drive will leave you floating on air. 
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I VAUXHALL 

Once driven, forever smitten. " 
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THE NEW RENAULT CONVERTIBLE. 


' ; £■ 





QUATRE, CINQ, SIX OR SEPT. 


A change rliey say, is 
So considering the po t 
"«?w convertible. rhe all n, 
positively restored. !n rh ( 
taking up rhe option of se 
into the category of luxun 
Fold down any, or a] 
form tables, rotate rhe fo 
becomes something else* 





good as a rest. 

ial for change within Renault’s 
Espace, the owner should be 
ormal course of events, and 
t sears, the Espace falls neatly 
nousine. 

f the middle row of sears to 
wo seats to face them and it 
office? A dining room? The 
conference centre? Whatever 
jibly accommodating, 
^figuration, the same seats 


even make up a double bed.* Take them out completely 
(they’re designed to be removed in a trice) arid what you 
can accommodate then is extraordinary. There’s 51.2 cubic 
feet of nothingness just waiting to be filled. 

Nothing to carry? Fill it with sound. There’s a superb 
six speaker stereo with fingertip satellite control and the 
option of a compact disc player:** 

Hardly room for anything else you might think. 

Not so, we have totally redesigned the dashboard 
and seats and installed a more efficient heating and ventilation 
system. We even improved the seat belts, (all seven of them). 
Six, however; is the next key number. For that relates to our 


‘pi£ee de resistance’, the superbly smooth, immensely 
powerful V6 engine. 

It delivers 153bHp and, when conditions allow, 120mph. 
Ail this with the option of anti lock brakes and air conditioning 
across the range. 

The new Renault Espace comes in a wide range of 
models from the RN with the fuel injected 1995cc engine 
to the RXE 2.9 V6. All have catalytic converters and an eight 
year anti-corrosion warranty. Prices for chis quite unique car 
(come office, come what you will) start remarkably low. 

In fact you ger change from £16,9501 

Change then, being the operative word. 


To Renault UK, FREEPOST PO.Box 21, Thame, Oww 0X9 3BK 
For more information about the Renault Espace fill in the coupon or all 
Renault Freephone 080G 525150. ; : esftizu 

Mi, Mrs, Miss _ ■ ■ ~ ; 

6LOCKCtffT.SU 

Address 


-Age Gf under 18} 


Town/Couniy ^ __ Postcode ; 

Tde P hone — —Age Gf under 18] 

Present car make/model •’ 

(eg Renault Espace) * 

Year of registration . . —.Date of expected replacement,!^ 
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HE2? S£5 1 ? ntre t flt car 

S P S?\ff^ UCll,g a * Eaost 40 ^ cent 

Mif?, automobiles made 
Aimuauy. in the heart Of Eurone Ger- 

KtabSJK a ?" turned oS’ L7m 
™sm between January and April, a 4 

last yS. increase on same P* 5 ™* 1 

u^S 3 ^ 4 ^0“ ^ Germany contin- 
^th new car registra- 
~? ns throughout Germany up a strong 
25 per cent in the first quarter of iSQi 

o£l? h!?S ? 2?* 31)0114 the world’s 
IfiJjS?**®? for «“■ sales. Domestic 
13 tke only thing lifting Ger- 
since exports 
a? durm S 016 first quarter, 
tfiase new cars mean that Ger- 
many s roads are more crowded than 
ever. During the past three decades, the 


One of the first road 
schemes will be to build 
Autobahn links between east 
and west Germany 


n umb er of registered motor vehicles in 
Germany more than quadrupled from 
8m to 36m. The new freedom to travel 
means east Germans, Poles, and Hun- 
garians are all flocking west to see 
what the modern world really looks 
like. 

No wonder the weekly magazine Der 
Spiegel recently pictured Germany's 
church steeples and skyscrapers on its 
cover, drowning under a sea of cars. 
Not only are there more of them, but 
everyone is driving more. Lorries clog 
up every Autobahn h eadin g east, truck- 
ing in all the Western goods which are 
in demand there. 

The consequence can be heard every 
hour on German radio. Reports of bum- 
per-to-bumper traffic jams often Last 
longer than the news. Anyone hoping to 
rush along the no-speed-limit Auto- 
bahns is best advised to drive late at 
night, and even then convoys of lorries 
fill the slow lanes. 

Obviously when it comes to traffic, 
more means less. The more cars, the 
less mobility for everyone. Rush hour 
in any of the world's big cities is actu- 
ally creep hour for drivers. Along 
Frankfurt's busy Adickesalle ring road, 
surveys show about 70,000 vehicles 
passing in a 24-hour period. 

One recent survey revealed German 
drivers spend an average of 65 hours 
each year sitting in traffic jams. Once 
you deduct the average six weeks 
annual vacation in Germany, that 
works out to about L5 hours per work- 
ing week, or 18 minutes every day, sit- 
ting and waiting for the car in front of 
you to move. 

Yet it is exactly during the summer 
vacation period when Germany suffers 
most from its Super Stau (traffic jam), 
with southbound vacationers often 
backed up 50 kms or more. 

Traffic planners get paid to try to 
rationalise this flow of vehicles. But the 
rise in numbers of vehicles on the roads 
make such efforts appear fruitless. 
Munich, for example, has 600,000 regis- 
tered cars. If everyone tried driving at 
the same time, no one could move, 
since statistically there axe four meters 
of dty street for every car. 

No wonder more and more cities are 
studying the example set by Zurich, 
Switzerland. City planners there have 
cut back vehicular traffic by making 
parking and driving even more difficult, 
and thus less comfortable. 

Zurich has gone so far as to narrow 
some four lane streets to two lanes, 
while reducing the number of parking 
spaces in the inner city. Such drastic 
measures are complemented by a clean 
and efficient public transit system. In 
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The A2 Autobahn east of Hanover; there are some 36m cars on Germany’s roads 







ICONGESTION: a German perspective 

Staying afloat 
on a sea of cars 


A good local image 


Zurich's case, trams and the tram lines 
are outfitted with electronic sensors, 
helping to keep them Punktlich or right 
on schedule. 

The German Automobile Industry 
Association (VDA) in Fr ankf urt, has 
developed its own Gesam tverkehrskon - 
zepi (complete traffic concept) which is 
more driver friendly that Zurich’s dra- 
conian methods. One of the first priori- 
ties, suggested the manufacturer's 
group, is to improve the roads in east 
Germany. Just to get the existing roads 
there up to west German standards will 
cost DM58bn says Mr Achim Die kmann , 
VDA executive director. 


The Bundesregimmg plans to spend 
DM2.5bn in 1991 on road improvements 
in east Germany. To help pay for the 
extra costs, they are spending less in 
west Germany and also increasing pet- 
rol taxes. 

In this regard, Germany is following 
the principle of road pricing, meaning 
those who drive the most should pay 
the most The government's courageous 
25 per cent increase in petrol tax as of 
July 1 will mean an extra DM12b in 
annual revenue. 

The petrol tax bill will then be close 
to DM50bn annually. This is more than 
double what the government spends on 
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Busy London traffic on Victoria Embankment 


its road system, says Mr Diekmann. 

One of the first road improvements 
will be to build the missing Autobahn 
links between east and west Germany. 
There are 8,700 tans of Autobahn in 
west Germany, which Is less than 2 per 
cent of the area's road network. But the 
Autobahns carry about one-fourth of 
the traffic. The east German Autobahns 
are quaint cement ribbons first built in 
the 1930s and 1940s and require a lot of 
roadwork to accommodate the increas- 
ingly mobile population. 

In addition to overcoming the obvi- 
ous infrastructure deficits, the VDA 
suggests a better use of technical possi- 
bilities to guide traffic. This will mean 
building information receivers and sen- 
sors into cars to provide drivers with 
traffic information as well as help 
reduce the risk of accidents. Consider- 
ing the mass accidents often involving 
more than 100 vehicles whenever fog 
covers Germany’s highways, such 
warning devices, still in the making , 
appear long overdue. 

The VDA realises cars must share an 
increasingly limited inner city traffic 
area, and therefore suggests better co- 
ordination between private and public 
transport, such as Paris n Ride parking 
lots built near outlying train stations. 

The government must quickly find a 
balance between infrastructure supply 
and demand to ease the strains on the 
transport system. The Bundesbahn 
(German- national railway) introduced 
its new highnspeed IC-E .trains- connect- 
ing Hambuig-to Munich via, Frankfurt 
and Stuttgart on June 2. Moving at 
more than 200 kph used to be reserved 
for motorists on the Autobahn's fast 
lane. If Germany's new high-speed 
trains can help reduce road traffic - 
something France’s TCV trains did for 
the Paris-Lyon route - it will be a good 
thing for the mobile 80m populace. 


NO meeting of top German 
executives would be complete 
without rows of long, sleek 
limousines, usually dark blue, 
black or even silver grey ~ the 
majority of them with a Mer- 
cedes star topping their rakish 

grill. 

Unless of course you are 
based in Bavaria, in which 
case it is considered more 
patriotic to be driven about in 
a BMW. Since the latter's 12-cy- 
clinder 75CtfL model also has 
the advantage of being able to 
pass almost any Mercedes or 
Porsche on the Autobahn, it 
does have its advantages. Pres- 
tige is sometimes equated with 


and the size of the tyres. If 
possible we fulfil th eir w ishes. " 
Commerzbank executives serv- 
ing in more than 30 overseas 
locations are expected to drive 
locally-made cars. Not only 
does such a policy help make a 
good impression on local cus- 
tomers hut also save the some- 
times more than 190 per cent 
import taxes levied on luxnry 
car imports. 

Normally the bank pur- 
chases a few hundred cars 
every year. A Commerzbank 
car is expected to stay in ser- 
vice for 120,000 kms before it is 


Dennis Phillips, 

Frankftjrt 


While board members tend 
to restrict themselves to topof- 
the-line Mercedes or BMW 
sedans, the majority of Ger- 
many’s company cars are natu- 
rally less spacious, less expen- 
sive and definitely not passing 
Porsches. Volkswagen’s Audi, 
Opel’s Vectra, or Ford’s Scor- 
pio are some of the standard 
models tor middle management 
types. 

Just what criteria do Ger- 
man companies apply when 
ordering company cars? At 
Commerzbank, number three 
of Germany's Big Three banks, 
Mr Erich S6U purchasing 
director explained the criteria 
tor who .gets what kind of car. 

"We are a branch bank, and 
with more than 900 branches 
we need cars," says Mr SohL 
Of Commerzbank’s more than 
28,000 employees, every main 
branch manager has his or her 
own company car. In addition, 
every deputy director and 
above in the Frankfurt head- v 
quarters is also entitled to Msp 
company xaiu ’ ‘ 

While one might think every 
hank manager would be driv- 
ing a Mercedes, the car selec- 
tion is spread among a vast 
array of models and makes. 

“The branches ask us, and 
then decide based an their rela- 
tions with local car dealers," 
explains Mr SfihL “Everyone 
knows exactly what he wants, 
down to the colour of the car 


The bank's car 
selection is spread 
among a vast array 
of models and makes 


replaced. The bigger, and more 
expensive models, such ak a 
Mercedes sedan, are expected 
to last 150,000 kms before berag 
replaced. The bank spends 
almost DM1 0m annually tor 
new cars. 

Last year was more hectic 
than usual, since the fall of toe 
wall resulted in a large 
demand for west German hank- 
ers as well as west German 
cars. Delivery times for most pf 
Germany’s car manufacturers 
were .pushed back several 
months. ’ 

Commerzbank quickly 
assigned bank managers from 
west Germany to open more 
than 50 new branches last ysir 
in east Germany. With anotfier 
50 brandies opening there tins 
year, the bank’s _ executives 


“V “If someone ^w“aImodei fie 
wanted at his local dealer that 
he could get immediately, we 
said buy ft,” says Mr Sohl at 
the rush to east Germany. 
Most Commerzbank executives 
based in the east drive home to 
their families in west Germany 
on the weekends. But by tbs 
end of 1991. more than 1,000 of 
tiie bank’s 1,600 employees in 
east Germany will be locals. - .. 


Like most companies. Cora- 
nays all expenses for 
K£toffwBiiB petrol, taxes 
toSSce. parking fees, and 

re Sndnrd fearures for all the 
ba^s^ i^de catalytic 
convertors, anti-lock bratang 

S e Ss, fog lam? 5 and a radio- 

cassette nlaver. The most popu- 
Sr extra option selected 1 and 
paid for by many Comment- 
bank executives is air condi- 

“SSin executives may 
drive their company cars for 
Diivate use, but are then taxed 
on 1 per cent of the cars Pur- 
chase price per month. Fora 
DM30,000 car, the tax on DM300 
would be about DM100 per 
month, which is deducted from 
the executive's salary. 

With more than 4.500 Com- 
merzbank employees working 
in Frankfurt, the rank and file 
(those without a company car) 
are discussing whether the 
bank will help subsidise public 
transport tickets. Frankfurt's 
local transit authority has 
agreed to discounts of up to 50 
per cent off for companies who 
agree to buy monthly tickets 
for all their employees. 

Getting to work used to be 
all part of the job. Executive 
cars serve as a reward for hard 
working executives while sup- 
posedly easing their way to the 
office. Now Commerzbank and 
other city centre companies 
are considering whether sub- 
sidising their staff's use of pub- 
lic transport is also in their 
interest. 

One newly-promoted Com- 
merzbank executive enjoys the 
privilege of driving his new 
Audi 100 to work. Unfortu- 
nately morning traffic jams 
mean it can sometimes fake up 
to 90 minutes longer to get 
there than using the local com- 
muter train. The obvious solu- 
tion to this country’s traffic 
congestion are business class 
commuter trains - with the 
companies paying for the tick- 
ets, of course. 

Dennis Phillips 


ICOMPANY POLICIES: a pause for breath to digest the Budget 


LEASE OR BUY 


Tax doubts block road ahead Outright purchase still lures 

companies with spare cash 


THE latest Budget was not 
well-received by the motor 
industry. The manufacturers 
felt that once again the motor- 
ist - and particularly the com- 
pany car driver - was being 
singled out for punitive and 
unwarranted attention. Private 
buyers are suffering the VAT 
increase and duty increases on 
fuel; while businesses, trying 
to cope with a well-entrenched 
recession, find that the cost of 
running and administering 
their company car fleets has 
increased still further. 

Interestingly, on the very 
same day as Mr Nigel Lamont, 
the chancellor, carried his bat- 
tered red despatch box into the 
House of Commons, most of 
the rental and leasing indus- 
try’s chiefs were gathering in 
London for the annual dinner 
of the BVRLA (British Vehicle 
Rental and Leasing Associa- 
tion). 

Much of their reaction to the 
Budget was unprintable. The 
initial fear was that co mp a n ies 
would extend contract times 
and try to save money by 
hanging on to cars longer, or 
that they would be forced into 
downsizing by the tax regime, 
or even that they would stop 
providing company cars. And 
since the vast bulk of the 
vehicle leasing and contract 
hire industry’s business 
involves supplying and run- 
ning vehicles for company car 
fleets, none of these possibili- 
ties gave rise to optimism for 
the future. 

However, in the two months 
or so since the Budget, nothing 
remarkable has happened. The 
new car mar ket continues to 
fall and is some 25 per cent 
below last year's and it is 
noticeable that while the fall 
has affected all sectors, the 
executive and luxury manufac- 
turers have taken a bigger 
tumble than the small car 
manufacturers. The reasons 
probably have more to do with 
the general recession than 
with specific measures being 
taken to counteract the more 
painful aspects of the Budget 

This is not to say that the 
Budget will not have its own 
Vpn effects. According to 
^ Walden, managing 



Norman Lamonfs Budget found few supporters in the motor industry 


director of Lex Vehicle Leasing 
- the UK’s largest vehicle 
leasing company - what is 
noticeable is that many compa- 
nies are reconsidering their 
whole company car policies: 
“Some companies are now 
wandering whether it would be 
more tax efficient to pay a 
mileage allowance instead of 
providing a company car. but 
it is very difficult to come to 
any conclusions- 
“It is not yet clear whether 
VAT should be charged on 
mileage allowances as a tax- 
able supply - which is what 
Customs and Excise are sug- 


“ft is also not yet dear how 
the Inland Revenue will treat a 
situation in which a company 
offers either a car or a mileage 
allowance. The Revenue has 
suggested that if a company 
offers a choice, then the value 
put on the car allowance would 
become the value at which 
co mpany car drivers should be 
taxed - and this may be at a 
much higher level than the 
current scale charges. 

“So until these points are 
clarified, companies cannot 
really make up their minds,” 
says Mr Walden. “Though 


there is no doubt that it is 
becoming less tax-efficient to 
supply vehicles to employees, 
it is such an established way of 
life that I believe company cars 
will be with us for many years 
to come. Old habits die hard,” 
he says. 

He believes that once the UK 
polls out of recession, compa- 
nies mil again start recruiting 
and taking active steps to 
retain good quality staff and 
the company car remains a 
potent tooL “People will want 
to retain the benefits of a com- 
pany car but will be looking at 
ways to minimise the tax they 
have to pay. 

“Already in the last year we 
have seen a shift in demand 
towards cars of under 2 litres 
and away from those with big- 
ger engines. A move to smaller 
cars looks inevitable, particu- 
larly as some of the L4 or 1.6 
litre cars have been improved 
so markedly in recent years in 
terms of specification, refine- 
ment and quality that people 
may be less reluctant to trade 
down than they might have 
been earlier." 

The same point is made by 
Mr Stephen Barrett, man a gin g 
director of Masterdrive: “Driv- 


ers are far more aware of the 
critical tax bands - the 2-litre 
limit and the £19,250 limits in 
particular, that is why cars 
costing £19,500, or with engines 
of marginally over 2-litres are 
simply not selling as they used 
to. 

“However, we have not yet 
noticed any significant down- 
sizing and nor have we yet 
seen any evidence that cash 
alternatives or mileage allow- 
ances are being offered. Many 
of our corporate customers are 
looking at this but I have yet 
to come across one which has 
abandoned the company car 
because it still represents a 
definite benefit value." 

Mr Barrett’s view is that it 
would take at least one and 
probably two more stringent 
budgets to eliminate the com- 
pany car from the British way 
of life. “Companies are looking 
very closely at their overall 
costs and large numbers are 
now extending their replace- 
ment times, from two to three 
years, or from three to four, rd 
estimate that 75 per cent of our 
customers are looking at this 
as a short-term measure." 

Martin Derrick 


NOT so many years ago, the 
big decisions to be made by 
fleet managers revolved 
around the models chosen for 
company employees to drive. 
Vehicles were either bought 
outright or acquired on hire 
purchase and an in-honse man , 
ager dealt with day-to-day 
problems such as insurance, 
maintenance and buying new 
tax discs. 

As the overall cost of run- 
ning company car fleets 
increased, so did the realisa- 
tion that outside specialists 
could not only remove an 
administrative burden; they 
could also save significant 
sums of money and ensure 

Hi n+ flia mnct f-' and 


balance-sheet-friendly deci- 
sions were made. 

Hence the rapid growth of 
the contract hire and leasing 
industry which offers a bewil- 
dering array of products and 
packages for consideration. 
Outright purchase and hire 
purchase are still around, but 
other possibilities include corn- 
tract hire, finance lease, oper- 
ating lease, lease purchase and 
fleet management schemes . 
And with every change in 
overall tax regimes come new 
packages aimed specifically at 
ensuring that the overall cost 
of running a fleet is kept to 
the absolute minimum. 

Nearly 60 per emit of all UK 
company cars are still bought 
outright, according to the 1991 
Monks Partnership Company 
Car Policy UK Guide. 

The advantages are clean 
cash-rich companies might as 
well use their own funds 
rather than borrow in order to 
acquire a fleet, and having got 
the cars the fleet user enjoys 
complete flexibility and con- 
trol over its make-up and oper- 
ation. The user enjoys the ben- 
efit of the ultimate residual 
value of the car while during 
its life with the company, a 25 
per cent writing down allow- 
ance up to a maximum of 
£2,000 a year (full writing 
down allowances for cars cost- 
ing more than £8,000 are not 


permitted) can be claimed and 
offset against taxable profits. 

However, the cash tied up in 
vehicles could well be better 
employed elsewhere within the 
core business mid cars are a 
rapidly depredating non-earn- 
ing asset. Even a relatively 
small fleet of 25 cars will 
absorb cash resources of some 
£200,000. Operating costs can- 
not be accurately predicted, 
residual values may be lower 
than antidpated and the cars 
may be bought at a premium. 
There is a considerable admin- 
istrative burden associated 
with locating, buying, main- 
taining and selling vehicles. 

Furthermore, the cars have 
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ance sheet and this may be 
disadvantageous to a company 
whose performante- is mea- 
sured by return anassets. 

Because of the disadvan- 


Some specialists offer 
a variation on the 
contract hire and fleet 
management schemes 


tages, some companies have 
turned to leasing their 
vehicles. 

Companies leasing cars do 
not claim the 25 per emit writ- 
ing down allowance (which is 
claimed by the lessor as the 
legal owner) but they still 
have to capitalise the cars on 
their balance sheds. The les- 
see charges the monthly rent- 
als against taxable profits but 
again this is restricted for cars 
costing more than £8,000. VAT 
can normally be recovered. 
The rentals themselves are 
often reduced because a final 
balloon rental equivalent to 
the anticipated male price of 
the car is allowed for. 

However, there are disad- 
vantages here too. Cars are 
still on the balance sheet, the 
administrative burden 
remains and the user still has 
the r e sp opyUrUHT for monitor- 
ing and controlling costs. 
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Option. In effect, this is hire 
purchase by another' name 
under which the user ulti- 
mately owns the car add so 
can claim the writitof down 
allowances. Ssncd' rentals do 
not attract'VAT, this can be an 
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cannot claim the tax allow- 
ances — and, like Tearfng^ the' 
cars appear on the lessee's bal- 
ance sheet 

Contract hire seems to be 
the fastest growing new finan- 
cial product in tills sector. 

This is a lease unto: which 
the contract hire company 
Provides other services. Typt- 
cally, it will bny the cars,: 


^wiuitol value. 

The cars are supplied and 

“le ru nnin g expenses are paid 

Nearly 60 per cent of 
sll UK company cars 
sre still bought 
outright' 
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under such a scheme but the '* just fa!? 011 by the 
costs may be high. T iSlK 

On the other hand, compa- trTjf a f d f® nW *^^more 
Dies know in advance exactly;'' sophfeii JfS^fSSsSifcr 
what the monthly renfadTaSk &**?&*; 

going to be so budgeting Is ; Wb^^2j,5^S®th?t 

. jjjy rental in charged] 

against the company’s proffi;< ; fiore^^ d c ®^'®^Ss : inore 

and loss account The services * fihancTlJf 

element of the rental is folly are de cl- 

allowable for. tax purposes^ man- 

though the finance element?- agers in going 

(depredation plus interest) is : 

restricted by the over £S,000; : 

formula. Cars do not have to- i . Derrick 
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Saab CD: a new buret of product activity Is expected following the taking of a 50 per cent stake by General Motors 


1 15 e * peCTW ,ol,DWlfia me ““9 ™ a per cent stake by General Motors Ford Scorpio: the best selling executive car in the UK although produced In Germany 

argues that the European executive is spoilt for choice 



main in pole position 
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THE still widespread 
perception that the UK is 
unique among western Euro- 
pean countries in the extent to 
which business offers cars to 
its executives is being gradu- 
ally dispelled by an increasing 
number of studies. 

Such studies show the 
“perk" executive car to be 
widespread in all but a few 
countries. The UK might still 
lead the field in terms of the 
volume of cars provided, but 
some countries such as Ger- 
many are not far behind. 

According to the European 


Company Car Survey* pub- 
lished earlier this year jointly 
by the UK-based Monks Part- 
nership and the Dutch-owned 
Lease Plan vehicle leasing 
group, the 96 per cent of UK 
company chairmen who have 
their car bought for them by 
the company is matched in 
Denmark and Ireland, with 
France, Germany and Italy 
close behind at 95 per cent; 
Spain at 94 per cent, Belgium 
93 per cent, Austria 92 per 
cent, Netherlands 89 per cent 
and Sweden 86 per cent. Even 
in Switzerland, least suscepti- 


ble to the company car, 74 per 
cent of chairmen have their 
cars provided. The pattern is 
similar, albeit at lower abso- 
lute levels, for other directors, 
senior managers and even 
sales representatives. 

Whereas Switzerland offers 
other directors cars in only 32 
per cent of cases, the figure in 
next-lowest Austria is 68 per 
cent 

It is at senior manager level 
that the UK perk phenomenon 
shows up most strongly. 

In functions such as sales 
and marketing, the UK leads at 
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Hie sporty Opel/VauxhaJI Ca libra Is enhancing General Motors' product image in Europe 



ABa Romeo 164: pari of Rat’s dominance in Italy 
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gjjlW 3 -Series: further tightening the German grip on Its executive sector 


99 per cent provision. Germany 
is close behind at 94 per cent 
and both Denmark and Nether- 
lands in the 90-plus range. Italy 
and France are at much lower 
levels: 67 per cent and 52 per 
cent respectively. 

Sales and marketing execu- 
tives are predictably relatively 
high mileage business car 
users, and it is in the case of 
more static functions, such as 
finance, that the UK perk pro- 
vision show up most clearly of 
all. The provision level is still 
96 per cent in the UK, but 
drops to between 78 per cent 
and 52 per cent for the next 
half-dozen top ranked coun- 
tries. 

The main questions for man- 
ufacturers are: how much free- 
dom do such users have to 
choose their own make and 
model with the company's 
cash, which models do they 
choose, and why. 

In terms of freedom of 
choice, the Monks survey 
throws up relatively small dif- 
ferences between most coun- 
tries. At director level in the 
UK only 5 per cent of compa- 
nies are shown as offering the 
director no choice, with 55 per 
cent offering choice from a list 
and 40 per cent mainly free 
choice within a cost limit. The 
no choice element is higher in 
most other countries - 
between 20 and 35 per cent - 
with Italy highest at about 50 
per cent, although Monks 
acknowledged the Italian data 
to be scanty and perhaps unre- 
presentative. 

The choice from a list option 
runs from a low of 30 per cent 
in Spain to 75 per cent in the 
Netherlands, with most coun- 
tries in the 40-50 per cent range 
(UK 55 per cent). In most coun- 
tries, about 40 per cent opt for 
freedom of choice within a cost 
limit 

So what do they choose? 
Research shows a fair degree 
of chauvinism, with France 
leading the pack. UK-based 
manufacturers have most rea- 
son to wish that British busi- 
nessmen would display some, 
at least, of the same national- 
ism. The ageing Renault 25 is 
shown by Monks and Wyatt, a 
consuluancy group to be the 
leading French executive car, 
with the Peugeot 605 rival 
moving up fast 
Germany’s executive car 
market is dominated, predicta- 
bly. by German manufacturers, 
led by the BMW 5-Series, Mer- 
cedes 260 and the Audi 100. 
The recent launch of BMW's 
new 3-Series range, the double- 
glazed S-Class Mercedes and 
the all-new Audi 100 are expec- 
ted further to tighten the grasp 
of the German industry on its 
own executive car sector. 

Given that the Fiat group 
dominates Italy's vehicle 
industry - embracing Lancia, 
Alfa Romeo, Ferrari and Inno- 
centi - it is no surprise that 
Lancia's Thema, followed by 
the Fiat Croma and Alfa 
Romeo 164. should dominate 
the Italian business sector. 


Those west European coun- 
tries with little or no indige- 
nous vehicle manufacturing 
show leanings towards Ger- 
man-produced cars, particu- 
larly Mercedes. The fact that 
the Ford Granada is produced 
only in Germany has done lit- 
tle to alter its perception of 
being British in the UK, where 
it is the best-selling executive 
car, followed by Rover's also- 
ageing 800 and Sterling models, 
and General Motors subsidiary 
VauxhalTs Carlton and Sena- 
tor ranges. For UK chairmen 
Jaguar - now owned by Ford 
- re mains the most popular 
choice, although recession has 
slashed its sales and output 
savagely during the past year. 

Of Japanese cars, there is lit- 
tle mention in the executive 
car surveys. Wyatt's survey 
singles out the emergence of 
the Toyota Carina as a popular 
car with middle management 
in Ireland, and Monks finds the 
same with Toyota’s Camry in 
the same country. 

However, the European 
industry knows perfectly well 
that this will not last. Toyota’s 
first car pitched squarely at 
the mainstream Merced- 
es/BMW 7-Series market, the 
Lexus LS400, is selling better 
than Toyota dared to hope in 
Europe, and the saloon will 
soon be joined by a coupe 
model which has gone on sale 
in the US. 

With Nissan manufacturing 
Primera saloons in the UK, and 
both Toyota and Honda to fol- 
low within the next year, these 
manufacturers stand to benefit 
from much-expanded aware- 
ness within the European mar- 
kets, and from what should be 
much easier EC market access 
post-1992. So should Mitsubishi 
with Japanese car of the year- 
winning vehicles such as the 
Sigma, incorporating four- 
wheel-drive, four-wheel- 
steering. electronic suspension 
and other innovations claimed 
by Mitsubishi to make it 
among the most technologi- 
cally advanced cars in commer- 
cial production. 

At that point, European 
executive car makers will have 
an increasingly fierce battle on 
their hands for survival. 

They are far from idle. BMW, 
for example, with the aid of its 
FEZ engineering and research 
and development centre in 
Munich which houses no less 
than 6,QQQ engineers and 
research and development 
staff, has been hard at work on 
cutting new model lead times. 
The simultaneous engineering 
methods being developed there 
are expected to cut BMW’s new 
model lead times by anything 
up to two years. 

It has been instrumental in 
allowing BMW to Introduce 
new 8, 5 and 3-Series cars 
within a very few years of each 
other, plus the niche market Zl 
sports car. BMW is expected to 
launch within a year a sporty 
new coupe, based on the 3-se- 
ries but with a completely dif- 
ferent body. 
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Volvo 980: pari of foe flagship 900 series launched last year 



Peugeot 605: in France tt Is moving up fast on the Renault 25 
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Rat Croma: expected to take a large part of foe Italian business sector 


Meanwhile Rover, alarmed 
by sharply falling sales of the 
800 executive car model it 
developed jointly with Honda, 
has brought forward by one 
year the replacement models, 
code named 17/18 and due to be 
launched this autumn. There 
has been no collaboration with 
Honda on the project A coupe 
is expected to follow a year 
later. 

Alfa Romeo, which has 
received a large sales lift from 
its 164 executive range, expects 


to spread its appeal further 
down the executive market 
later this year with a new 75 
model, based on the floorpan of 
the Flat Tempra and with front 
wheel drive instead of the old 
75’s rear wheel drive. Fiat is 
hoping to inject fresh life into 
flagging sales of its Croma 
executive car outside of Italy 
with a just-facelifted version 
incorporating a restyled front 
end and other improvements. 

Meanwhile Volvo, now in 
alliance with Renault, is finally 


replacing tie 200 executive 
saloons which can trace their 
origins back to the mid-1960s. 
The new front-wheel-drive 
models, designated the 850, are 
expected to go on sale this 
autumn with new, five-cylinder 
engines. The cars are seen by 
Volvo as complementary to the 
flagship 900 series cars, them- 
selves launched only last year. 

A burst of product activity 
can be expected from Saab, fol- 
lowing the taking of a 50 per 
cent stake by General Motors. 
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uB&kffue&ears ago, diesel car 
regMs^ions rose to 128,167 in 
l390. So-fef ihis year they have 
bean mating at an annual rate 
of more than 150,000 - and 
this in a'-fotaT car market 


Many <ite?eT carsfliat 
arefamniar on 
maivrimd Europe are 
unknown in &ie illC 


nearly ' 25- per cent down on 
1990. : : - 1 •’ • ' . • - 1 ' 

The' tJK diesel market is 
dominated" ^by PSA, whose 
Peugeot 205^ 309 and 405 and 
Citroen have been fighting 
among' themselves for the top 
four places. Whereas in most 
European . countries it is the 
xofidtum-and large car buyer 
who. is drawn to diesel power, 
in Britain nearly all the growth 
is in the lower reaches of the 
market. 

The reasons are simple. No 
country in the world hands out 
cars to em^boyees at the rate 
British companies do and, 
given a free' choice, most peo- 
ple would prefer to drive a pet-, 
rol-engtoed car - especially if 
the petrol is paid for. 

Because a diesel develops 
less power than a petrol engne 
of sknflkr size, all of theHarger 
executive class diesels are of 


( EXECUTIVE CARS 1 5~) 


more - than 2-litres cylinder 
' capacity, which puts them in a 
higher tax hand. This accounts 
> for the penetration of diesel in 
the . executive sector b eing 

- many times lower than it is in 
v the under L8-litre class. 

One of the leading makers is 
"Mercedes-Benz. In Britain, one 

- in 2,0 of the cars it sells — all in 
the executive or luxury execu- 
tive class - i$ a diesel though 

:: diesel penetration by ml makes 
_ in the segment is only' a little 

over 4 per cent - 
Another factor that has not 
helped diesel to make much 
-headway with executive car 
buyers is the-fimited avaHabD- 
■jty of automatic transmission. 

' Only . Gitro£n,. Mercedes- 
Benz,‘VanxhaD and. Volvo offer 
“ British buyers two-pedal diesel 
cars thmip i more are coming. 
Motor manufacturers and 
■' imjwarters with diesels m their 
ranges had expected govern- 
ment action to promote -their, 
use at the time of the last Bud- 
get fn March. ; 

The partiamejrtary afigarty 
Motor Industry Group, con- 
vinced of the diesel earis envi- 
ronmental and conservation 
merits, had been benffing the 

- chancellor's ear. Only a week 
or two before the Budget was 
submitted to the House of 
Commons he had asked the 
Cfroup to prepare a paper on 

, diesel car benefits. Three tax 
changes that could have been 
made were: . . 

• increasing the tax differen- 
tial between diesel fuel and 

... 

• Allowing company diesel 
cans of under 2^-litres capacity 

. to go in the under 2-litre tax 
band. 

Abolishing the 10 per cent 
Special Car Tax on diesel 
engined cars only. 

In the event, it was not to be 


Cttrofin XU Turbo SD: covered 700 mUes from Wales to Le Mans, France on one tank of diesel 

MDIESELS: gaining popularity in the UK 

A benefit to the environment 


but diesel car proponents will 
be very surprised, not to say 
disappointed, if they draw a 
blank again when the 1992 
Budget is laid before parlia- 
ment, regardless which party 
is in power. 

Factors favouring the wide: 
use of diesel - and particu- 
larly executive class diesel - 


cars in Britain include EC pol- 
icy on making their fuel rela- 
Uvely cheaper as time goes on 
and the bard look companies 
are taking at providing 
employees with cars. 

In Britain, the tax diffiprpnre 
between diesel and unleaded 
petrol is under 4 per cent In 
Belgium, Denmark, France, 


Germany, Holland, Italy, Por- 
tugal and Spain it is anything 
from 32 to 50 per cent cheaper. 
By itself, this is a powerful 
incentive to motorists who 
have to buy their own fuel to 
choose to run diesel cars. 

When coupled with the die- 
sel car’s 20-30 per cent lower 
fuel consumption, it makes 


their case seem overwhelming. 
And especially so to business 
motorists who are paid mileage 
for using their own vehicles 
instead of being given com- 
pany cars as part of their 
employment package. 

It cannot be said too often 
that although diesel cars can 
never be quite as refined and 



quiet running as those with 
petrol engines, some of today's 
crop get very near it. On 
motorways especially, it takes 
a sensitive ear to detect 
whether, say, a Mercedes-Benz 
300 is diesel or petrol engined. 

(With engines fully encapsu- 
lated in sound damping mate- 
rial, Mercedes diesel cars are 
an industry benchmark. Even 
when cold started they-mutter 
rather than clatter for the first 
minute or two). 

Turbocharging is parties- 
larly suitable for diesel 
engines. It reduces the noise of . 
combustion, makes exhaust 
emissions even cleaner and 
provides the rind of power for 
acceleration and overtaking 
that petrol car users have 
come to expect. 

In the under 2-litre cylinder, 
less than £19,250 list price, cat- 
egory there are some excellent 
turbo-diesels to be had. Among 
them are the dtro&i BX (also 
available with automatic trans- 
mission), Peugeot 405 and 
Rover 200/400 saloons and 
haf^hhflcks - All are powered by 
the same 13-litre PSA-built die- 
sel engine widely acknowledge 
to be at the top of its class for 
refinement. 

When their environmental 
friendliness is considered, it 
seems unfair that frugal diesels 
of just over 2-litres cylinder 
capacity are put in a higher tax 
band than smaller engined 
though thirstier petrol cars. 

For example, a Citroen XM 
turbo-diesel with an advanced 
22-valve engine of just below 
2.1-litres capacity carries an 
annual tax penalty to the user 
of £1,600. Yet its urban fuel 
consumption is 33.2 mpg 
against the 22.6 mpg of the 
comparable 2-litre petrol 
engined XM with a catalyser. 

An inriripntal advantage nf 



_ normal speS l i - 

Citroen XM turbodiesel a 
Wales to Dover, then foJja 
. ais to Paris and on toward 
tany. Only at Le Mans Si- 
miles (1,126 km) later, did 22 
warning light show the 17^ 
Ion (77 litre) tank needed rJSr 
ing. The consumption Jr 
45.75 mpg sensationally gJJ* 
by large petrol-engined ££ 
standards but par for 
course for a diesel as effirw 
astheXM. 

Many executive-class dfefei 
cars that are big sellers oS 
mainland Europe are 

In Britain nearly all 
the growth is In the 
lower reaches of the 
market 

in Britain. Examples are the 
Alfa Romeo 164 and Lancia 
Them a, both with the same 2& 
litre turbocharged engine used 
in the Rover 825td. and the 
Fiat Croma, powered by an 
exceptionally frugal direct-in- 
jection 2.5-litre turbo-diesel 
A new Audi 100 with a 
direct-injection turbo-diesel 

will be in Britain by the 
autumn. Even BMW, which for 
years has resisted requests to 
bring its silky 6-cylinder diesel 
cars into Britain, will start 
importing them in 1992. 

By then, it seems possible 
that tax changes and other 
incentives will have persuaded 
many executives either to 
choose diesel company cars or 
elect to run their own on a 
mileage basis. Either way, the 
environment can only benefit. 

Stuart Marshall 


■DEPRECIATION: still more pain to come 

Lower mileage remains the 
key to value retention 


THE bad news is that sente 
cars are losing 60 per central 
more of their value in the first 
two years. Worse news for 
companies running in-house 
fleets is that the models that 
lose most are often executive 
class cars. Gloomier news still 
is that according to one indus- 
try executive “there is still 
more pain to came 7 *. 

At the . beginning of ttis 
year^.tiie residual 

cajr®:stertrtaati * . . 

tumbling prices. They bead 
readied tire point at which 
Glass's Guide, ode of the two: 
trade used value MUes. said, 
values were at a historic 
all-time low. - 

Happily, to the last couple of 
months, prices have finned 
slightly tor most-cars - but 
not aQ. According to Mr Geoff 
Becque, director of Leasecon- 
tracts: “High mileage execu- 
tive cars remain very difficult 
to sell and so their used values 
are right down. No-one to the 
motor trade wants to know 
about for example, a BMW 
7-Series with 70,000 miles on 
the dock though low mileage 
examples do quite wefL Mile- 
age is the key to executive 
Hunt values." 

AH of which is off little emu- 
fort to the c om p an y whose 
drivers run artnmd in. expen- 
sive cars and in the course of 
their business dock up high 


■- .. 

Car vafaie comparisons (£) 




Value in May 1990 of 

Value In May 1991 of 


May 1988 car with 30.000 miles 

May 1989 car with 30.000 miles 



Trade 



Trade 



Cost new 

value 

Per cent 

Cost new 

value 

Per cent 

Rover 827SI 4-door auto 

16,947 

6,825 

40.3 

.19,487 

6,725 

345 

Ford Granada 2J91 Ghia 5-door 

15.784 

7,500 

47 3 

17,740 

7,275 

41.0 

Mercades-Geiiz 190E auto 

17.148 

11.950 

69.7 

17.744 

11.950 

67.2 

BMW 52SISE auto 

21,689 

14,800 

67.6 

22.779 

14350 

652 
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Been if their cars do 
not dock up high mileages, 
the used values after a year or 
two are still pretty low in 
many cases. "Up to about a 
month ago, the executive dass 
car suffered a savage rate of 
depredation”, said Mr Leslie 
Allen, director at Glass’s 
Guide. “The cars are now 
being perceived as better value 
and so 1 believe that prices 
have now bottomed oat. How- 
ever, I do not expect .any 
improvement in used prices; 
they will be static for the rest 
of tiie year, but because new 
car prices continue to rise, the 
differential between new and 
used prices will continue to 
widen.” 

So what are the reasons for 
the foil in used executive car 
values? 

According to Mr Allen, one 
of the main considerations 
within companies Is keeping 
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reds down to a minimum at a 
thnp when trading conditions 
are difficult. “In particular, 
companies are looking very 
critically at running costs so 
where possible they might 
want to substitute large six- 
cylinder cars for more econom- 
ical four-cylinder units; and 
since many manufacturers are 
now offering 2-litre models 
with exactly the same specifi- 
cation and level of creature 
comfort as drivers are used to 
in their larger-engined cars, 
tins substitution doesn’t look 
unreasonable. 

“Bat on the other hand, 
when they came to try to sell 
those larger engined cars, pri- 
vate buyers in the used car 
market willing to boy bigger 
engined cars are increasingly 
hard to find because they need 
to look critically at their own 
running costs.” if demand 
is low, the laws of supply and 
d ema nd conspire to reduce val- 
ues. 

The CAP Black Book - the 
trade’s other bibie of used val- 
ues - can offer no more conso- 
lation. Mr Mark Cowley says 
that prices have been 
depressed by a weak economy, 
uncertain demand and busi- 
ness failures. And even when a 
recovery - which be expects 
to start towards the end of the 
year - gets under way, 
demand for need cars will 
grow only very slowly. “The 
outlook is fairly bleak except 
for niche models,” he says. 


Happily, in the last 
couple of months, 
prices have firmed 
slightly for most cars 


He points to the Land Rover 
Discovery, Japanese sports 
models, the new Mercedes- 
Benz S-Class and the BMW 
525i as examples of models 
that are likely to retain their 
values better than average. 

What most observes agree, 
however, is that demand for 
used Rover 827, Ford Granada 
2.9, and Vanxhall Carlton/ 
Senator models is unlikely to 
improve. Figures produced by 
Mr Becqne indicate that they 
are rentinning to fell at a Cu- 
ter, rate than those tor the 
more deafraWw Mercedes-Benz 
and BM\y models. 

Tf yen look at the executive 
and luxury market overall, 
there will always he people 
prepared to buy at the very 
top of toe market There win 
always be those who want a 
Ferrari, a Bentley or a 
RoRsRoyce, so values of these 
models are not too badly 
affected.’* he says. 

"The models that have a 
good reputation for bsad qnal- 
tty and reliability also tokl to 
do reasonably welL so long as 
the mileages are not too high." 

-However, lower down the 
market place. Individuals are 


becoming far more conscious 
of the various tax bands that 
affect their own deductions 
from salary. That is why cars 
such as the Rover 600, Ford 
Granada and Vanxhall Carton/ 
Senator are suffering. There 
wiH be a major realignment in 
tiie next five years or so. We 
are hearing stories that GMJ 
Vanxhall will not be replacing 
tiie Senator with a new model 
but will instead leave that sec- 
tor to Saab. 

“to the same way it is quite 
possible that Ford win deride 
tiie volume is no longer three 
to make a Granada replace- 
ment viable; it would leave 



Price buster a BMW 7-Series wHh low mileage will do quite well on the second-hand marie et 


Jaguar to look after the top of 
the executive market for it, 
while increasing the specifica- 
tion of its smaller, ffleara dass 
cars to snpply the needs of 
middle executives.” 

There is another realign- 
ment in the market place that 


could come. Increasing num- 
bers of companies are actively 
considering offering employ- 
ees nearly new cars instead of 
new ones. At the same time, 
many leasing companies are 
offering six or nine months-old 
vehicles instead of new ones. 


With low mileages, they 
drive and look like showroom 
cars and with the advent of 
the relatively cheap personal- 
ised number plates there is no 
reason why the neighbours 
should ever know. The differ- 
ence is that they may be many 
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thousands of pounds cheaper 
to buy. The only irony would 
be that if enough people 
wanted to buy nearly new 
can, the prices would inevita- 
bly rise. 

Martin Derrick 


MOTOR CARS 


AT £364 H.R.OWEN HAVE PUT 
A NEW LEASE OF LIFE INTO 
OWNING A DISCOVERY. 



►(LICENSED CREDIT BROKERS) 


Now you can own a Discovery 
for as little as £364.00* per month, 
available now through H.R.Owen*s 
Special Finance Portfolio.^ 

If you would like further 
details on H.R. Owen’s Discovery 
Finance, call H.R.Owen at Western 
Avenue on 081 998 7691, or 
H.R.Owen at South 
Kensington on 071 584 8451. 

H.R.0WEN 

KVdH.LkSO. 


WEEKEND FT 


Every Saturday, the Weekend FT (the supplement to the Financial Times Saturday edition) 

the most exclusive car dealnships and private cars for sale. 

With over a mill ion affluent readers world-wide, it is no surprise how successful this 
section is. 

T have had great success with selling ihioqgh the Weekend FT. Indeed I have sold 3 
out of my collection through your paper. 

- Mr L Hams 

"The advertisement attracted toe ultimate purchase of my car and several other 
enquiries.” 

- Mr R. McGill 

For details of advertising in the Weekend FT classified Motors Section, please contact: 
Graham Loveiuck-Edwards. 

Telephone: 071 8733218 Fax: 071 873 3065. 


CITY OF LO> DON 


We invite you to view the 
Mercedes-Benz range in our 
new show rooms 


cityoflond 

TOames exchangi 

Upper Thames Street, Lond 

071-236 374 

Please contact saiah Lewis of j«>Hr 



BUYING A BENTLEY FROM H.R. OWEN 
COULD BE THE BEST BUSINESS 
DECISION YOU MKE THIS YEAR 
pa To find out whj> call ns today. 


Satfl£> 


KRTU Lonotn ou WDM anjn, 

ftfc Mfdat 071 -5M M tan 8831*285223 


nfcDofttatOBI-wntf * h«n 0838-20825? 


© 



AT MANNEGERTON 


65-67 Park Lane, 
London W1Y3TE 
071 355 4737 


l ^-lS Derby Road 
Croydon Surrey CRO 3 

081688 4444 
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cry day at the 





ery 150 thousandths 


second, the 



brings you 


It’s notmsy for the senior executive to find 
sanctuary flsse days. 

From moment you step through the 
office doo®t starts: messages left for you at 
reception, Bpproval forms to sign, the client 
from Basl«ontrives to arrive at the same time 
as the sujMer from Madrid, and one glance at 
your scheBle tells you your secretary is going 
to have Wbuy your wife’s birthday present 
again thisftar. 

For a®hese reasons, and more, Peugeot 
decided m the senior executive’s car should 
be a prob^ri^de 


\ 


e zone. 

The (5 <^t interior has been carefully designed 
so tnat edfcXof the controls falls readily to 
hand. Anc®he sfe^o^controls? They’re on one 
of The 4 lyering column" stalks, of courses No 
problem wre. 

The 7w hours the 605 spent in our wind 
tunnel h*e helped make it the most aero- 
dynamic Sr in its class. Wind noise is kept to 
a minimum and just for good measure we’ve 
added 3 Jencers to the exhaust and double 
sound puffing for wire conduits passing from 
the enginf bay to the passenger compartment. 

We’ve »en mounted the engine on its own 
hydra ulicjy damped suspension system. Noise 
problems |e no problem. 

at can you expect when the un- 
pccurs, such as an unforeseen 


But vy 
expected 


change in road conditions? 

As you might expect, Peugeot’s engineers have 
solved the problem. A computerised automatic 
electronic ride controlt keeps your journey 
smooth by constantly monitoring the driving 
conditions and the car’s performance, then 
sending messages to tiny electric motors inside 
each shock absorber which adjust the settings 
between hard and soft. Each adjustment takes 
just 0.150 of a second. 

Inevitably there will be times when you 
have to brake or accelerate quickly. A problem 
beyond even a Peugeot engineer’s control? Well, 
yes and ho. 

No, he can’t stop you braking or accelerating. 
Yes, he has minimised the effect, with a special 
lateral link for the rear suspension which helps 
prevent the front of the car from diving when 
braking sharply, and the rear from ducking when 
accelerating. 

Our racing car design team, whose 905. 
will be performing at Le Mans this 
year, have helped us 
solve the perennial 
problem of applying 
taut, responsive hand- 
ling to a big luxury car. 

The double wishbone 
rear suspension is derived from the classic 
competition layout, with computers being 


used to set the precise geometry for keeping 
rubber on the road. . . .." : 

‘Car and Driver’ said, “The Peugeot handles 
superbly, ranking among the very best large 
front-drive automobiles.” 

The 605 also helps solve problems for millions 
of people who will never own one. . 

Every petrol model, from the;2-litre injection 
£17,022 SLi, to the £27,097 3-litre V6 SVE24, is fitted ” 
with a three-way catalytic converter that exceeds ■ 
forthcoming EEC emission standards. And every 
605 comes with all-round servo-assisted, 'brakes' 
and ABS as standard. 

If you’d like a problem -free test drive, ask 
your secretary to telephone 0800 678 800. 

Alternatively, we’ll send you. a Driver Demon- 
stration Video, so you can experience the 605 
from the comfort of your own chair, though it’s, 
unlikely to be as comfortable as a 605 seat: •• • : ’ ?: 
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Nikkei falls after 


Share prices in Tokyo Mi 
2.1 per cent yesterday on 
the news that the presf- . 
dents of two leading Japa- 
nese brokerages had 
resigned, following last 
week's admissions of 
investor com p e n s a tion 
and dealings with a crime 
syndicate. The Nikkei 
average fell 509.62 to 
23,765.48 and brokerage 
shares fn particular plum- 
meted — Nomura Securi- 
UeS lost Y90 to Y1.800 and Nikko feU Y58 to 
Y932.Pags.44 


Iberia to make Vonazuebui bid 

Iberia, Spain’s loss-making national airline, 
will today submit a bid to buy up to 50 per cent 
of V&n&aHana Intamadonal de Aviation 
(Wasa), Venezuela's national carrier. If suc- 
cessful. Iberia wifi take control of its fifth Latin 
American airline in six months. iberUT has just 
announced a loss of Pta13.fibn ($1 24.5m) last 
yabr.Psga24 


Crimps* of Soviet gold 



The secrecy surrounding the Soviet Union’s 
gold reserves was lifted slightly yesterday 
when a senior official revealed that the Centred 
Bank had gold worth $4,4bn In Its official 
reserves. Mr Alexandra Ooumnov, deputy man- 
aging director of the international monetary 
and economic department of the State Bank of 
the USSR (Gosbank), told the Financial Tfmea 
Gold .Conference that the reserves totalled . 
374.5 tonnes but gave no hint about total gold 
stacks. Ken Gooding reports. Page 32 


Back from tfin brink 

The Australian regions' 

biggest food maker, ' 
Goodman Fielder Waiter 
(GFW) has been to hell 
end back to the past few 
years, its return from the 
brbik can be traced to 
abouia year ago when 
the chairman. Mr Pat 
Goodman (teft). 
appointed farmer Bders 
director. Mr Michael 
Nugent, to the managing 
.director's Job. Bruce Jacques reports on how 
personal Itfea dominated the company’s recent 
hfetory.P*ge2t 


Rmswed attempt at a sale 

Capital & Counties, the UK property grotto. to 
trying again to saints stake In Australia’s Cap- 
codat Property Trust Id Burwili Holdings, the 
Hong Kong-based steel and minerals trading 
house. The group was dented approval test 
month by unit holders to saH the 53-7 per cent 
hokting. Last night, it told the Australian Stock 
Exchange that it waa negotiating to sell BurwIH 
•» 'Hi. 9 per cent hokting at 77 cants a unit, or a 
total of A*48.4m (USS35J2m). Page 31 
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Carrefour to pay FFrSbn for rival 


jty George Graham i in Paris 

CARREFOUR, the Leading French 
hypermarket group, is to pay up 
to FFr£2&ra ($8S9m) to take con- 
trol of oval retaflar BuromarcbA 
The company announced yes- 
terday that- it bad agreed to buy 
both Viniprix, a holding company 
which owns 53 per cent of Enro- 
nwrchi, and Euromarche itself. 

; The deal Is .the latest and larg- 
est move towards greater concen- 
tration in the French retailing 


Many supermarket an d 

hypermarket chains have already 
beat absorbed, such as La Ruche 


Mfiridtanate, acquired by Casino, 
and Genty-Calbiard, taken ova: 
by RaHye. Others have had to file 
for bankruptcy, such as Codec, 
since taken ova: by Promodes, or 
Montlaur, picked up by Carrefour 
in March for FFrlhn. 

“We ware expecting the big 
players to move in cm the remain- 
ing small groups; now we see 
that they are up the other 

big groups," said Ms Caroline 
Qlchanski, analyst at brokers 
Dupont-Denant 

Mr Michel Bon, Carrefour’s 
t^airmaTi, said the purchase 


represented a "unique opportu- 
nity to increase our list of stores 
and our position in France". 

The acquisition will increase 
the number at Carrefoar’s hyper- 
markets from 80 to around 130, 
although Boromarche stores are 
smaller than Carrefour’ s. 

Carrefour will pay FFr2.4bn or 
FFr2,700 a share to the principal 
shareholders of Viniprix; Lazard 
Frizes, the investment bank, 88 
per emit; members of the foun- 
ding family, u per iwit; and Au 
Printempg, the retailing group, 34 
per cent It will also pay Prin- 


temps FFrl25bn or FFr4.470 a 
share for the 25 per cent stoke it 
holds directly in EuroznarcbA 
The same terms will be offered 
to *h** remaining minority share- 
holders in both companies, 
adding tv to FFrLflbn on top of 
the cost 

Mr Bon said Carrefour’s bat 
ance sheet showed FFrSbn of 
debt to FFrlObn of equity, tearing 
it with considerable leeway to 
ftawy w the ffffyiinjfio n by debt 
He warned that profits might 

H noting imita- tha hnpar t of the 

Euromarch£ acquisitioai by ya ng 


10 per cent this year, but then he 
expected them to Improve by at 
least 20 per cent a year to reduce 
debt to less than 50 per cent of 
equity by 1994. 

Carrefour has been one of the 
most consistently profitable com- 
panies in France, with net earn- 
ings last year of FFTL35bn an 
turnover of FFr76bn- 

Earomarche, on the other 
hand, barely broke even last year 
after heavy losses in 2989 with 
net earnings of FFi&5m on turn- 
over Of FFi25Jbn. 

Fair price. Page 25 


Brazilian group buys British oil rig maker 


By Andrew Taylor in London 

ODEBRECHT, the construction, 
process plant, Tntniwg and engi- 
neering group and one of Brazil's 
largest companies, yesterday 
announced plans to break into 
Britain's renascent offshore all 
wnA pg fabrication industry. 

Tdcnica National de Engen- 
haria (Tenenge), an Odebrecht 
subsidiary, has agreed to acquire 
SU Engineering , a m anufactu r er 
of modules, decks . and other 
structures for the North Sea, 
from George Wimpey, the UK 


construction and property group. 

Tenenge, which has been 
advised by N.M. Rothschild, has 
two yards in Brazil where it has 
worked on offshore projects 
accounting for more than one 
third of the country's off produc- 
tion of 600,000 hands a day. It 
has ok * i provided offshore facili- 
ties for oil and gas producers in 
mini* and hut year acquired a 
yard for offshore work at Setubal 
in Portugal. 

The company, a large South 


American pr o cess plant contrac- 
tor, plans to use any spare capac- 
ity at SUP’S yards in Lowestoft, 
Suffolk on Taa sside to bid for 
process plant contracts in the UK 
a wA in con tinental Europe. 

It recently won a joint venture 
contract with Bechtel, the US 
aw gfrtflgrfng group, for 8 prelimi- 
nary study for a refinery at Vol- 
gograd In the Soviet Union. 

SLP’8 purchase price is 
thought to he almost £10m 
(ll6.S0in.) It had an estimated 


turnover of 837.2m last year and 
has about filSOm of orders out- 
standing. 

Wimpey. which needs to raise 
money to reduce borrowings and 
to replenish its housing land- 
bank, ate holds a 50 per cent 
stake in Highland Fabricators, a 
UK offshore company it owns 
Jointly with Brown & Root, the 
US engineering group. The com- 
pany said yesterday it would con- 
sider an offer for its stake in 
Hi ghland- SLP and Tfightand are 


two of seven lam UK fabricators 
left after the offshore industry 
collapsed In the mid-1980s. 

Construction of North Sea ail 
and gas rigs has recovered 
sharply daring the past 18 
months but is forecast to decline 
again next year and in 1993. 

Last week, Davy, the UK engi- 
neering group, said it would sell 
all or parts of its bnsineses after 
losing £ll&n on the troubled con- 
version of an oil rig. 



from a high 
platform 

British oil and gas fabricators face 
leaner times, writes Andrew Taylor 


S torm rionih are gatherin g 
above Britain's offshore til 
and gas fabricators, ear? 
ratify tojofing their best trad- 
ing conditions since the early 
1980s. 

.. Investment in North Sea oil 
and gas production platforms 
has risen sharply during the past 
18 months. British yards as a 
result are bristling with work as 
they have rushed to take advan- 
tage of the upturn. 

Turnover of the seven largest 
UK fabricat ors is expected to top 
film (*L63hn) this year. 

The improvement, however. Is 
not expected to last. The number 
of large new projects proposed 
by North Sea oil and gas produc- 
er* is diminishing. Fabricators 
say output at British yards is 
expected to toll shandy from the 
middle of 1992. 

The Offshore Manufacturers 
and Constructors Association 
(OMCA), which represents the 
seven largest UK fabricators, 
forecast cm Friday that the num- 
ber of man-hours used by the 
industry would fall from 2442m 
tide year to 21.46m in 1992 and 
12.1m In 1993. This compares 
with an annual o p a city of 26.1m 
man-hoars. 

On this basis British yards 
wm be operating at less than 
half their annual capacity In two 
years. 

• - Mr Syd Fudge, chairman of 
O MCA an d managing director of 
Trafalgar House Offshore Struc- 
tures, tiie largest UK fabricator, 
says the ind us try is toeing its 
most tea ri ng tim e since the mid- 
1980s. 

During that period a number 
of companies heavily involved in 
offshore work polled out of the 
industry as the price of Brent 
crude, the benchmark for North 
Sea ofl prices, foil to below 99 a 
barrel in July 1986. Brent crude 
to currently selling at more than 
918 a barrel. 

Many yards dosed and others 
were acquired by the seven 
v -fma firing large producers: Bed- 


path Offshore and BGC. both 
owned by Trafalgar House; 
McDermott, . owned by the 118 
eng ineeri ng group of the same 
name; Highland Fabricators, a 
Joint ven t ur e between Brown it 
Root of the US and Wimpey id 
the UK; THE owned by Bouygues, 
the large French c ons truction 
group; and SLP, which y esterday 
was acquired from Wimpey by 
Tenenge, a Brazilian offshore 
fabricator. 

As a resalt of rationalisation 
and closures, the capacity of UK 
yards, equivalent to 4 44m man- 
hours In 1986, was reduced by 
more than 40 per cent, according 
to OMCA. 

The prohlesu of UK fabrica- 
tors have been compounded by 
overseas yards, mainly from con- 
tinental Europe but also from 
further afield, trying to take 
advantage of the resurgence in 
North Sea work by undercutting 
Rrifif h prices. 

The most extreme ex a mpl e of 
tills was the award by BP of a 
contract to build the Jacket for 
its Fortes Kiser platform to 
Hyundai which plans to tow the 
completed structure from its 
yard in Korea to the North Sea. 

(MICA estimates that between 
10 and 15 per cent of the order 
book for the UK section id the 
North Sea has gone to overseas 
yards, compared to virtually 
nothing 10 years ago. It com- 
plains that some of these yards 
are state-controlled, or have 
large government stakes, and 
receive subsidies enablin g them 
to undercut British prices. 

Hyundai’s price for the Fortes 
Riser contract was reported by 
one fabricator to have been a 
fifth lower than the next lowest 
bid: another foreign yard which 
itself had bid substantially lower 
than the British-based competi- 
tion. 

Further rationalisation, clo- 
sures and mothballing of yards 
would appear to he on the cards 
unless alternative work can be 
found to keep companies busy. 



Mr Fudge, however, says there 
are several reasons why the 
downturn expe c ted in the mid- 
1960s will be less painful than 
tiie collapse in arden in the mid- 
1980s: 

• The foil in dan and for new 
production facilities has not 
been caused, this time, by the 
drop in oil prices but rather 
because the development of 
North Sea fields has reached tire 
point at which repair and main- 
tenance of existing s tr uct ur es is 
ne e de d more than new rigs. 

• Producers are still investing 
but are tending to require 
Kmaiter facilities which book 
up to existing larger pl a tforms . 
Yards, by switching to repair 
maintenance and other types of 
work, will be able to take up 
some of their spare capacity. 

• Fabricators may also widen 
their services to provide a “cra- 
dle to the grave” capability 
including financing, designing, 
constructing and operating rigs 
on behalf of producers. By offer- 
ing to share same of the Hah 
fabricators may encourage a 
higher level of investment 

• Companies may also supple- 
ment workloads by using yards 
for other pur poses. Tenenge for 
example has a substantial pro- 
cess plant business which it 
operates alongside its offshore 
business in its two yards in Bra- 
zil. It intends to use SLP to bid 
for process plant contracts in the 
UK and continental Europe. 

• Export of components and 


maimgwnwrf through joint ven- 
tures would also provide alterna- 
tive sources of in c ome . British- 
based yards for example have 
recently bid for work off New- 
foundland. 

Notwithstanding the Hyundai 
contract, exporting large rigs 
great distances, is a risky busi- 


ness. Fab ricato rs say one rig 
travelling from Britain to South 
America still lies where it sank 
in tiie 1970s off the coast of 
Hartlepool near Teesside. 
Tenenge yesterday was hoping 
this latest Brazilian venture in 
the UK would be more success- 
ful. 


Pilkington 
bidder may 
face £250m 
buy-back 

By Maggie Urry in London 

A SUCCESSFUL bidder for 
FUkington, the UK glass maker, 
could be required to buy back 
shares in subsidiaries for £250m 
(8407.5). The potential “poison 
pill” is revealed in the accounts 
for the year to end -March, pub- 
lished yesterday. 

Notes in the accounts show 
that on a change of control of 
Pflhington, Nippon Sheet Glass, 
the Japanese glass group, could 
require Pilkington to buy back 
NSG’s 20 per cent stoke hi Lib- 
bey -Owens-Ford, PUktegton’s US 
subsidiary, for $230m. 

NSG paid $230m for the stake 
in March 1990, but LOP’S profits 
have since been hit by the US 
recession. The put option was 
revealed in the 1989-90 accounts, 
but the price was not specified. 

The latest accounts also show 
that preference shareholders of 
Pilkington Deutschland, the 
group’s German subsidiary, 
could require Pilktogton to buy 
back the shares for DH320m 
<$177.7m) if the company 
changed hands. These shares, 
issued in 1989, are largely held 
by German banks. The put 
option was not shown in the pre- 
vious accounts. 

Mr Andrew Robb, finance 
director, said the two options 
were not poison pQls but were 
included in terms agreed when 
the shares woe sold. 

Pilkington has been subject to 
takeover speculation since a 
£1.2bn offer from BTR, the 
industrial group, was withdrawn 
in January 1987. The speculation 
intensified after BTR increased 
Its stake in PQktagton to 4J2 per 
cent last December. The group's 
shares peaked at 20Tp In April, 
but rumours have since subsided 
and the shares closed yesterday 
at 162p, down 2p on tiie day, 
valuing the company at BlJbtL 

Directors received a 12 ’A per 
cent pay rise in April last year, 
.the report shows. Mr Robb said 
this was hi line with the Increase 
paid to managers in UK end 
was based on the previous year’s 
profits. He said in April this year 
the pay rise was “lower than the 
going rate of inflation". 

No bonuses were paid to direc- 
tors in the past two years, when 
pre-tax profits fell from £325Jhn 
in 1988-89, to £314. 3m In 198880 
and £l51.6m in 199091. Sir Ant- 
ony Pilkington, the chairman, 
received £312£00 last year, up 
from £277,400 excluding pension 
provisions. 

Since March 1987, shortly after 
the BTR bid lapsed, earnings per 
share fell on an Indexed basis 
from 100 to 3SX while the UK 
retail price index rose to 130.3. 
Dividends per share have beaten 
inflation, rising to 143 A. 


IBM forms alliance with 
Lotus to market software 


By Louise Ketioe in New York 

INTERNATIONAL Business 
Machines has formed a strategic 
software alliance with Lotus 
Development me of the leading 
publishers of personal computer 
software, under which IBM will 
market Lotus programs for elec- 
tronic mall ami local area net- 
work application. 

The partnership- “is one of the 
most gjgntffoant formed by IBM 
to date, 0 said Mr Jim Camsavino, 
IBM senior vice-president and 
general manager of the compa- 
ny's personal computer 
operations. 1 

IBM is adopting the Lotus 
groupware program - '‘Notes'* 
which enables personal computer 
users linked to a local area net- 
work to share files and date 
interactively, 

IBM will inc orporate , eternents 


of the program into a new ver- 
sion of OS/2, its advanced per- 
sonal computer operating system. 

IBM wifi also market Lotus's 
“ccMaii" electronic mail program 
and has discontinued an arrange- 
ment muter which it ban mar- 
keted a competing program from 
MIousofL 

IBM executives the com- 
pany would incorporate Notes 
and ccMail into its “Office 
Vision" suite of office automation 


IBM-Lotus affiance marks 
another move by IBM to reduce 
Its dependence cm Microsoft for 
personal computer system soft- 
ware. IBM's personal computer 
strategy is based an OS/2, which 
it axterotoped with Microsoft 
Microsoft is emphasising its 
“Windows" user interface, com- 


bined with the latest upgrade of 
its widely -used MS-DOS rather 
than OS/2. 

The agreement between IBM 
and Lotus also represents an 
important breakthrough for 
Lotus, giving the company a 
major opportunity to expand 
sales of local area network soft- 
ware applications. 

Lotus Is a leader in the market 
for spreadsheet programs, with 
Its popular 1-2-3 programs, but it 
has straggled to make Its mark 
in other segments of the software 
market 

By next year, GO per emit of aH 
personal computers will be 
linked to local area networks, 
according to IBM. This will cre- 
ate an expanding market for 
“groupware" applications, com- 
pany executives said. 


Shades of 
pereonalisation. 



Because everyone's needs axe di fferent/ Toshiba's foil fine-op of 
gate arrays are tiie best solution. These semi- custom devices ensure 
that in the shortest time possible you can have exactly the performance 
your designs require for higher integration at lower cost From initial 
idea through commercial development we're constantly pioneering 
breakthroughs and making them available for advanced products, 
like yours. When it comes to integrating technology, Toshiba is always 
looking ahead. 

In Touch with Tomorrow 

TOSHIBA 
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This announcement is neither an offer to sell nor a solicitation of an offer 
to buy CD’s and appears as a matter of record only. 


Iberia spreads its wings over Latin America 


Peter Bruce reports on the Spanish carriers controversial expansion pla-.'; 


.•it 
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I BERIA, Spate's tossmafetag 
national airline, plans 
today to add another piece 
to a grand and controversial 
design to became one erf the 
world’s great carriers. 

it will submit a bid, in com- 
petition with KT.M, the Dutch 
airitee, to buy up to 50 per cent 
of VenszoUma Intemadonal de 
Aviation (Viasa), Venezuela’s 
national carrier, making it the 
fifth Latin American airline 
Iberia has taken control o£ or 
has tried to, in the past six 
months. 

It has been a strange pro* 
cess. Iberia has just announced 
it made a loss of PtaiSJRm. 
($123m) last year and that was 
only after receiving a credit of 
Ptal2bn from its owners, the 
Institute National de Industrie 
(INI), the state industrial hold- 
ing company. 

Mr Miguel Aguilo, Iberia’s 
new president, said that 
because of the continued 
effects of the Gulf war, this 
year’s results "will be even 
worse. The worst of the airline 
industry's down cycle has only 
just started.” 

If the Venezuelans are 
looking for a financially strong 
manager at Viasa, they may 
opt for ELM, but Iberia 
believes It has an edge. “Our 

cultural, economic and finan- 
cial ties with Latin America 
are very strong,” says Mr 
Aguilo. 

“It is a case of the shoe* 


IBKRIA, which Is with SAS to 

buy its 30 per cent stake in LAN-ChUe, may 
Bud the move blocked by the country** 
monopolies commission, writes LesHc Craw- 
ford in Santiago. 

Chile's monopolies co mm ission may fatal 
action because in April Iberia acquired a 35 
per cent holding k Ladeco, LAN-Chfle’s 
domestic rival, for fKLfim. The commission 
has stopped investors building op control- 
ling stakes in both ihtinwi. 

SAS has made no secret of its wish to sell 
its LAN-ChOe holding which it acquired in 


early 1900 for about fSOm. 

The Chilean carrier tort 88>4mtest ye ttT as 
a remit of its cutthroat competition with 
Ladeco ' arid the rise hi fuel coots following 
Iraq’s invasion of Kuwait, 

SAS took over the .management of DUSfr , 
Chile tn October, when the Chilean airline 
was dose to bankruptcy. 

The airline is retiring half of its fleet of 14 
aircraft, shedding staff and abandoning some 
of Its routes. A planned 930m- -capital, 
increase to- shore iqi LAN-ChgeV finances 
has also beat delayed. . ' - ■ 


adtoatt, which, would be based 

~ * , ■; - 

Hnanting tbfe abandon 
.win ttery any ntedlum-tem 

fijCIia. 

feet requires a company to have 
made prafto for three: waxes- 
rive years before iisstodc fo 


-i 


maker sticking to his last We 
want to consolidate ourselves 
in a market in which we will 
be the biggest European inves- 
tor.” 

Spanish companies were 

never as badly damaged by the 

Tjttn American debt crisis as 
the Americans other Euro- 
peans. Largely, that was 
because Spun under Franco 
had made vary little effort in 
foreign investment anywhere. 
Now, as the continent begins 
to render its economies, the 
Spanish public sector is begin- 
ning to return to South Amer- 
ica with a vengeance. 

Telefonica has bought oper- 
ating companies in Argentina 
and Chile and even the Span- 
ish railway monopoly, Rente - 
$6bn in debt - is thinking 
about buying into Latin Ameri- 
can railway privatisations. 

Nevertheless, for an airitee 
in trouble, Iberia has thrown 
itself into probably its most 


Dealer and Distributor on this I Tandy to CUt COStS by $ 50 m 


Euro CD Issue 


June 7, 1991 


CmBAN«S> 


TANDY, the US computer 
retail group, is planning to cut 
annual operating costs by 

fSOm, and has wanted that its 
fourth-quarter earnings, before 
unusual items, could be “less 
than half* of the 72 oante per 
share reported a year ago. Ren- 
ter reports. 

B added that it would take a 
charge of Siam, or 12 cents a 
share, in the fourth quarter, 
ending June 31, to Implement 
the strategic measures. 

Tandy said its Radio Shack 
Computer Centre operations 
were being restructured to a 
non-retail sales office format 
and removing the «m ph«»riB on 
retail sales at the Computer 
Centres would produce signifi- 
cant savings. 

The company also said it 


was opening its first E u rope a n 

mannfjMTtnrftig and repair cen- 
tre in Scotland, which should 
improve product margin and 
cut operating costs. 

While Tandy is phaidng out 
retail operations at its com- 
puter centres, it said, it planned 
to expand retail operations 
through its new Compute City 
SuperCenter chain. H phmnad 
to open 50 new McDuff and 
Video Concents stores. 

It added that it had adapted 
new accounting principles for 
extended warranty and service 
contracts and has restated Us 
fiscal 1991 earnings. 

Tandy’s first and second- 
quarter earnings were restated ! 
to 50 cents and 8L26 pear share 
from 65 cents and SUB, respec- 
tively. 


If you 


thought 


only stocks 


and bonds 


offered 


yield, 


watch this. 


Goldman 


■r 

r 


jt 


Commodity The Goldman Sachs Commodity Index (GSCI) is the first benchmark 
Index designed to reflect the yield potentially available through the trading of 

■■HF^ commodities. 

■■■F A For, like stocks and bonds, commodities have total returns made up 
HBF of price movement and yield. 

HF Jpg By measuring total return, the GSCI provides 
F a commodities benchmark that is comparable to the 

standard stock and bond indices. 

This allows participation in the commodity markets — through 
direct trading or a managed account program — in order to achieve 
a balanced portfolio. 

By all means, watch the GSCI daily on Reuters page GSCI. 


loldman 




expansive programme In its 
history. Apart -front the bid for 
Aviasa: 

• It has bought, through a 
mixture of cash and debt 
swaps, 30 per cent of Aero- 
lineas Argebtinas, the Argen- 
tine national carrier, for about 
8500m. One more payment hat 
to be made which the co m p a ny 
is c ur re nt ly negotiating. 

• R has 35 per cent of a pri- 
vate Chilean carrier, Ladeco. 

• JBt wants to hire the 30 per 
cent stake Scandinavia's SAS 
has in the main HMlaan car- 
rier LAN-ddle. ; B is trying to 
buy "uwMgwtHflnt control of the : 
Dominican carrier, Dominicana 
de Aviation. 

Iberia has lost about 8 per 
cent of its global market share 
in the past 10 years, and the 
new effort to buy back market 
share la a reflection of its con- 
cern that when the European 
Community further liberalises 
air transport in 1998 it will also 


come under attack at home. 

-Mr Aguilo concedes Iberia Is 
weak internationally, but both 

he **wl huia pay nim f 
believe the atrtin« 'has little 
option bat to tty to make itself 
the dominant European rarriar 
to Sooth America, even if traf- 
fic growth prospects are mod- 
est. 

The . internationalisation 
effort has also been boosted by 
a hard fought agreement with 
file US last month. The Span- 
ish were blocking plans by 
three US carriers to fly new 
routes to Madrid and Barce- 
lona until Washington met 
some of Iberia's demands: To 
their astonishment, the pk>y 
winked. 

As a result, Iberia says it is 
going to be able to build a 
Caribbean and Central Ameri- 
can hub at MTami- HmriwtHy , 
the US agreed to allow Iberia a 
“change of gate” - the ability to 
transfer p as s en ge r s to diff er ent 


. Lately^ senior government 
officials have begun to ague 
that tin ahfine’s mqHUMhm Is 
specifically aimed at making It 
suffltieatiy strong to be able to 
play a leading ride should: a 
mncMiscnssedwaveaf merg- 
ers between targe European 
airlines ever get under way. 

But snchfUnkteg tanotthat 
widely spread. Senior Iberia 
ffirectora say they arenot even 
considering privatisation or 
merging- with other . 

Iberia still bas to spendsame 
$4bn,an replacing its ageing 
fieri; in the next six yean. The 
government, perhaps aware it 
might be creating a money-de- 
vouring monster, has just 
refused to take advantage of an 
EC "subsidy window" to make 
a one-off pay men t to Iberia to 
compensate for the foil In 
j nenma daring the Gulf war. 
Iberia-had been looking-ior 
PtaSObn, but baa been ted to 
get it from INI instead. 

INI has a penchant for grand 
plans and Iberia should have 
little trouble getting its money. 


Wachovia 
extends its 
operations 


Eljer agrees to meet 


Jacuzzi president 


By Martin Dickson 

In New York 


By Karen Zagor in New York 


WACHOVIA Corporation, one 
■ of the leading banks in the US 
south-east, yesterday greatly 
extended its geographical 
reach with an agreement to 
buy South CazoHna National, 
tiie oldest and largest bank in 
South Carolina, in a stock- 
swap deal worth about 8830m. 

Wachovia is a conservative 
bank whose careful credit poUr 
ties have made it a Wall Street 
favourite and one of the stron- 
gest US banks in terms of prof- 
its and asset quality. 

It expanded six years ago 
from its North Carolina base 
by the acquisition of First 
Atlanta C o rp o r ati on. 

The takeover of South Caro- 
lina National will fulfil its 
stated ambition of growing 
into contiguous states. 

South Carolina National, 
with 87.11m of assets and 164 
offices is considered a strong 
bank with 26.6 per cent of the 
state’s bank deposits. 

Wachovia, which used to he 
known as First Wachovia, has 
825^ha of assets and 365 fait 
service offices. 

The bank will offer 0.675 of 
its shares far every share of 
South Carolina National,; 
which bas 2&5m of common 
stock outstanding. 

Wachovia maintained that 
the deal would be mm-dUuttve. 
The two sides hope to com- 
plete fl» merger by the end of 
the year. 

• Amev, the Dutch insurance 
group, has established a spon- 
sored American Depositary 
Receipt facility, which will 
trade over the counter, Reuter 
reports. Morgan Guaranty 
Trust will act as the deposi- 
tory for the ADRs. 


ELJER Industries, the 
Texashased maker. of plumb- 
ing, heating and ventilation 
equipment which is the reluc- 
tant target of a 820-a-share 
takeover Md from Jacuzzi, the 
. whirlpool bath maker' owned 
hr Britain's Hanson group, has 
agreed to meet Mr Roy Jacuzzi, 
president of Jacuzzi, to discuss 
the proposed acquisition^ ..... 

Shares in Efier put cat 8% to 
$15% at nridrsession yesterday. 
The stock has falkm steeply, 
from about 823 at the begin- 
ning of tiie month since Eger 
said it would “defer” canrider- 
ing the Jacuzzi offer. 

In May, Jacuzzi said it was 
wfffing to proceed quickly with 
its cash offer if Etfer would lift 
its “poison pill'* provisions 
which are triggered when any 
Investor takes a holding of 
more than 10 per cent 

The Jacuzzi offer is contin- 
gent an acceptance by holders 
of at least 70 per cent of Eger's 
outstanding shares. The deal 
would value Eljer at about 
8145m. 


court decision, its potential 
effects and how it might 
Impact our proposaL" 


Noranda transfers assets 


By Robert Gibbons In Montreal 


NORANDA, the Canadian 
resources group, is putting all 
Its. gold mining assets. into a-51 
per cent-owned subsidiary, 
Hemlo Gold Mines, In 
exchange for Cf80m (US$70m) 
in ffamlo shares and yifWw in 
royalties. 

Hemlo operates the Golden 
Giant gold ™tw tn northern 
Ontario, the country's second 
biggest producer, but o utpu t is 
gradually declining. The deal 
puts production of about 


20(MW0oz a year into Hemlo, 
giving it annual capacity of 
well over 50tMM0oz. 

Among the gold assets 
transferred are Noranda’s 
interest in two advanced explo- 
ration properties in northern 
Ontario. 

• Sherritt Gordon, a .western 
Can ada nickel refiner and fer- 
tiliser producer, is offering 
C882m m stock for Canadian 
Northwest Energy, a natural 
gas producer. 


GENERALE 


The General Meeting of Shareholders of May 15th. 1991 has approved die accounts far the 
1990 fiscal year. It has agreed to pay a net dMdend of BEF 84 for the ordinary shares, of B& 60 for 
dw not fally paid-up ordinary shares, and of Bff 10 1 far the AFV shares. 

The current profit (Group share) decreased from BEF 16.7 billion in 1989 to BEF 63 
btffion in 1990. The net consolidated profit (Group share) reached BEF 1 22 billion in 1990,. 
including an exceptional pr ofit of BEF 5.9 billion. 

Besides a weakening economy and a falling dollar, we have had to cope with decreasing 
profits in some of ear main su b sid i aries and die high cost of our divestment in FN. Because 
of this, the cost of financial debts has increasingly affected our profits. 

Worrying as ft is, fids situation did not come as a surprise because we were aware of a - 
deteriorating business dimate. On the other hand, our debt expos ure stems 

dedfli o ns taken with a specific goal in mind. 

A two-fold action programme has been established in order to enable the Generate to • 
meet is objectives in tenns of de v elopment and profitability^ • '. 


Secondly, it wfflbe necessary to restore Generates financial equOfirium, by reducing’ 
the debts by at least BEF 25 bUllcm, the most of it bring accomplished in 1991 . 

On the other hand, the GompagRK de Suez and AG have acce pt ed to pay up - by -the 
end of 1991 or file beginning of 1992 - the remaining BEF 11 billion which represent the not 
folly paid up balance of the January 1988 capital increase In this way, the Generale mil 
dispose of die indispensable means to fulfil its responsibilities in leading die Group. 




Last week, EJfer revealed 
that a US district court had 
decided against Etfer in its suit 
against insurers over Insur- 
ance . coverage for a Qest 
plumbing system which, was 
made and sold by DS Brass, an 
Efier subsidiary. About & per 
cent of the systems developed 


-- Eljer, which is appealing 
against the decision, said its 
consolidated balance sheet 
included a receivable of Jtitfim 
from its insurers for past Qest 
ritrimn D ep en d ing on the out- 
come of the appeal, US Brass 
may have to reimburse insur- 
ers for claims which have been 
paid by the insurers. 

JE0er -said that, if the deci- 
sion were upheld cm anpeal lt 
would have a material affect 
OH its fimmflfal n adBq n, 

Mr Jacuzzi said that “in light 
of the company's announce- 
ment [on June 18], we will 
need to loam more about the 


If you wish to receive a copy of our 1990 Annual Report please fill tbe form {see 
hereafter) and send it to the Socttct GintraJe de Belgique - Communications Department - Bin . 
Royale 30 - 5>i 000 Brands- EM0uni 
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Norwegian food 
groups poised to 
He up merger deal 




ru 

•Qy Karen Fossil in Oslo 

dBKLA BORHEGAARD and 
Nora Intfastrier, the Norwe- 
gian food Awl drinks compa- 
nies. are to merge and begin 
‘aerating Jts a joint company 
Jrora t&e start of next year. 
4<ast January the companies 
announced that they were 
! interested In future coopora- 
.tion but discussions appeared 
fo -have stalled over what form 
thi^ cooperation might take. 

; • jhe terms of the merger 
have not been finalised but a 
'share swap on the basis of 10 
‘Nora shares for li shares in 
Orkla has been agreed as the 

- foundation of the deal, in addi- 
ction, Nora’s shareholders win 
‘ receive a cash compensation of 
' NKrl2 a share for restricted A 
Shares, . NKr47.50a share for 

’We A shares, and NKrfi-2S & 
'riiaro for B shares. The aggre- 

- fete cash payment for these 
‘ stiaresiaNKtfjftSm (WO-2HO. 

" * Directors are still discussing 
■ how to unwind the intertock- 
-&g shareholding between the 
‘ ccftn panics. - 

At the weekend Orkla end 
* Kora finally agreed to the main 
1 issues of merging but have yet 
brrtanw the new company. The 
-merged company will become 
one of Norway's biggest with 
annual sales of NKrl5A Wilton 
,«Sd more than JAOOO emptof- 
ees. 

Aggregate pre-tax profit of 
the two In 1990 was 


of NKrlhn and cnrrenfiy they 
have a. combined market capi- 
talisation of NKrlGbn. 

Orkla and Nora said the 
objective of the meteor was to 
create a strong and efficfa 
national entity which would 
co n tribute to securing employ- 
ment and industrial develop* 
meat fa Norway;. ■ • • 

14 An important goal for the 
bo to strengthen its 
in the face of tatenub 
tional competition both at 
home «n«i abroad and to estab- 
lish a broader intematiomd 
base." the groups said in a 
joint statement : "The group 
wiD make an active contribu- 
tion to continued structural 
development both within and 
outride the Nordic region." 

The group's math business is 
to be branded consumer goods 
with main emphasis on the 
food and beverage sector where 
sales currently total NKrlObn. 
The. merged company will also 
bulbl cm its expertise within 
the chemicals and financial 
hi q w» m» p); area. 

Uni Storebrand, the big Nor- 
wegian insurer, would become 
one of the biggest shareholders 
in the merged ««niwuy with a 
13 per cent shareholding. Uni 
Storebrand said it was positive 
towards the merger which 
must receive approval by Nor- 
wegian authorities before it 
ca n be n «tw i yw»yMrt»wi. 


Pirelli downplays potential 
impact of executive shuffle 


• By Haig Slmonian in Milan 

- . J 

PIRELLI, the Italian tyres and 
. cables group locked in a battle 
: for control of Continental, its 

• German counterpart, yesterday 
played down suggestions that 

..the removal of two top execu- 

• fives would improve chances of 
-the merger. 

. j Despite its caution, the share 
< price of Pirelli Spa rose by L29 

• to LCjpoo. compared with a 2 jQ 8 
pdr cent fall in the Milan 

. bourse index. 

i Concluding its annual share- 
holders' assembly last week. 

' Mr teopokto Pirelli announoed 
, that Mr Gfambattista De Glorgi 

- mbs stepping down as manag- 
ing director af^ Pirelli Spa, ‘ 

H P ' ' ' ’ * •* 


while Mr Ludovico Grand! had 
resigned as head of Hraffi Tyre 
Holding (PTO). 

Both mm nave bear identi- 
fied as hardliners in the negoti- 
ations now taking place with 
Continental. According to 
some analysts, their removal 
cooing just weeks after the 
resignation of Mr Horst Urban. 
Continental’s chief executive, 
may dear the ah and improve 
the chances of a deal taking 
place. 

However, some analysts 
have warned that tbs changes 
am. also part of a wider trans- 
formation in the group's top 
aebdons. 


Fidelity 
loses vote 
on Colonia 
reshape 

By Kwtharlna Campbell 
in Frankfurt 


THE RESTRUCTURING of 
Colonia, Germany’s second 
largest Insurer, was yesterday 
voted through at the annual 
meeting, despite objections 
from Fidelity Investments of 
the UK 

In an unusual intervention 
into German corporate gover- 
nance by a foreign sha 
holder, Fidelity argued 
against the formation of a 
holding company that would 
effectively allow the 
insurer to diversify in 
to businesses outside insur- 
ance. 

While Fidelity voted its 79 
per cent share of the capital 
against the motion, a major 
“well in excess of 75 
per cent" approved the move 
initiated by Victoire, the 
French Insurance group that 
owns 55 per cent of 
Catania. 

During the f oar-hoar meet- 
ing; Mr Alistair Blair, corpo- 
rate finance director of Fidel- 
ity, read a statement - in 
German, as tire law prescribes 
- expressing concern that 
Colonia might expand Into 
new areas outside its core 
expertise without due consul- 
tation of minority sharehold- 
ers. 

The creation of the htddli^ 
company merely brings the 
Cologne-based operation into 
line with configurations 


tic insurers. 

It is, for instance, from the 
beginning of next month set- 
ting up a commercial real 
estate joint ve ntu re, folding In 
property held within the 
group, but which wifi also be 
able to broke deals for third 
parties. 

The latter would not be per- 
mitted by the Berlin insurance 
regulators, but the holding 
company concept takes non-in- 
surance business outside their 
writ 

of^i^^g^baSdnS^toate 
said yesterday that no 
appropriate institution was up 
for sale: 

Haddad that even if ft were, 
the Insurer could probably not 
afford to buy a bank of a salt- 
abta«lae- 


Euromarche lands in Carrefour’s basket 

George Graham examines the latest shake-up to hit the French hypermarket sector 


I N Mr Antoine Bemheim’s 
long and distinguished 
business career, his spell 
in charge of the Euromarche 
retailing group can scarcely be 
marked down as one of the 
most glittering successes. 

After presiding over a steady 
decline in Euro marches for- 
tunes, the 66-year -old Lazard 
Frtres Investment banker then 
became embroiled hi a bitter 
personal squabble with Mr 
Jean-Jacques Delort, chairman 
of Au Printemps, Euro- 
marche ’s other main share- 
holder after the Lazard group. 

With yesterday’s FFrjk22bn 
($850m) deal to sell Euro- 
marchS and the Viniprix hold- 
fag company which controls it 
to Carrefaur, the leading 
French hypermarket group, Mr 
Bemheim has at last succeeded 
fa untying himself from the 
grocer's apron that suited him 
so ilL 

Euromarche was one of tire 
first groups to enter the fleW of 
the hypermarket - a pecu- 
liarly French contribution to 
international retailing, combin- 
ing food retailing with a wide 
range of toys, clothing, tools 
and the hke on sites of over 
5900 square metres. 

The deal will thrust Carre- 
four into first place fa the 

KV pru-h hype rmarke t Ffold, nirith 

over Ira sq metres of retailing 
space, although fewer outlets 
than the Leclerc franchise 
group. 

Mr Michel Bon, Carrefour’s 
new chairman, however, 
refuses to consider such rank- 
ings. "We think the interesting 
thing is the size of your mus- 


GALERXES Lafayette, the 
French department store 
group, yesterday won con- 
trol of rival retailer Non- 
velles Galeries when its 
opponent Devanlay threw' in 
the towel, writes George Gra- 
ham. 

Devanlay, the textiles 
group controlled by Mr L&ra 
CUeman, has until now con- 
trolled Nonvelles Galeries 
with 47.5 per cent of its vot- 
ing rights. 

But after last minute nego- 
tiations over the weekend, 
had failed to reach an agree- 
ment Nonvelles Galeries 
decided to tender part of its 
stake to Galeries Lafayette’s 


offer for 66.6 per cent of 
Nonvelles Galeries* capital. 

Devanlay failed yesterday 
in an attempt to obtain a 
coart order extending the 
offer to 100 per cent of Non- 
velles Galeries. 

All the same, the acquisi- 
tion of Nonvelles Galeries, 
which owns a string of 
department stores 
controls the BHV Paris 
store, will cost 
La f ay ette dear. 

It had already paid 
FFr800m to Proventns, the 
Swedish investment group, 
for a 16 per cent stake which 
took its holding to 39 per 
cent and triggered its bid. It 


expects to have to pay out 
another FFrI-35bn, even if it 
is allowed to scale down ten-, 
ders to keep within' the limit 
of 68J8 per cent 

Devanlay is expected to 
tender around half of its 
stake to the offer to recoup 
some FFttiOOm, and to seu 
the remainder cm the market 
as opportunities present 
themselves. 

This could leave It with a 
cash pile of perhaps FFrlbn 
to reinvest, just as Au Prin- 
temps, one of the other main 
French retailing groups, will 
be unleashed with FFr&Sbu 
of cash from the sale of Its 

hn l ftVo gg In Cn wmartM . 


cles, cot your waist,” he quips. 

By reinforcing its power in 
purchasing negotiations, it is 
also expected to enable Carte- 
four to boost its operating mar- 
gins. 

“For us, what counts is turn- 
over. When the turnover is 
there, the margin is there," 
says Mr Bon, adding that be 
sees no reason why Euro- 
marchfi's outlets should not 
soon be achieving the same 
sort of margins as Caxrefour's. 

As the competition in the 
sector becomes fiercer, more of 
the smaller retailers are expec- 
ted to find it difficult to com- 
pete against this sort of pur- 
chasing muscle, leading, 
perhaps to further concentra- 
tion in the years to come. 

Mr Bemheim became chair- 
man and chief executive of the 
Euromarche in 1981. at the 
request of its founder, but he 


did not at first take a very 
active part in its management. 

Taking charge fa 1985, he 
was able to boost earnings con- 
siderably for three years. 

In 1988, however, net profits 
foil 30 per cent to FFri59m, and 
the following year Euromarche 
recorded a FFrS9m net loss. 

Last year, the group man- 
aged a scant FFr5. 5m profit, 
and many stock market ana- 
lysts believe it win have 
returned to loss in the difficult 
trading conditions of the first 
half of this year. 

Over these last three diffi- 
cult years, Mr Delort has 
become Increasingly impatient 
Overall, his company is the 
biggest shareholder in Euro- 
marche, with 25 per cent 
directly and 319 per cent of 
Viniprix, which itself owns 52J9 
percent 

Viniprix, however, is con- 


trolled by Lazard with 38J per 
cent betid through Eurafrance 
and France SA. m partnership 
with the 11 pen- cent held by 
the founding fom ti****. 

Mr Delort openly criticised 
Mr Bemheim’s management of 
the business, and at last year's 
shareholders’ meeting voted 
against his reappointment as 
nhalmMm 

Criticism, however, is some- 
thing Mr Bemheim does not 
accept lightly. 

“I will not depart red-faced,” 
he declared. 

Negotiating a settlement to 
this squabble, which has at 
times appeared positively 
childish, has not been easy. 
Analysts believe Printemps 
was unwilling to pat enough 
money on the table to boy 
Euromarchd outright, but it 
was difficult for Lazard to seek 
another buyer because of a pre- 


emption agreement dating 
from 1982. 

In the end. Mr Bemheim has 
extracted what most analysts 
view as a very reasonable price 
from Carrefaur, which will buy 
out Lazard, Printemps and the 
founding families from Vini- 
prix for FFr2,700 a share, and 
Printemps’ direct stake in 
Euromarchd for FFr4,470 a 
share. It will also offer the 
same terms to other minority 
shareholders. 

For Mr Bon, the price 
appears well worth paying in a 
retail market which has seen a 
fierce movement of concentre- 
tion over the lari; two years. 

Mr Bon says that there la 
"almost miraculous" geo- 
graphic fit between Euro- 
marcbg’B and Canefour’s sites. 

But although Euromarche 
has some of the choicest loca- 
tions fa France - a country 
which tightly regulates the 
construction of hypermarkets 
fa order to protect traditional 
small retailers - it also 1ms 
many small and unprofitable 
un ite . 

To underline the importance 
of the sites fa the competitive 
French market, Carre four 
three months ago paid FFrlbn 
to buy the south-western retail- 
ing group Montlaur out of 
bankruptcy, solely in order to 
obtain three or four hypermar- 
kets it coveted. 

"The sites are worth a lot, 
and they are something which 
noone could recreate today." 
comments Ms Caroline Olchan- 
ski of brokers Dupont-DenanL 


Southend fails in Frogmore bid 


By Richard Gourlay 

SOUTHEND Property's hostile 
bid for Frogmore Estates foiled 
yesterday as the highly-geared 
UK company announced that 
its £189m (3228m) predomi- 
nantly share-for-share offer 
had won acceptances from only 
4 JZ per cent of Frogmore’s 
shares. 

“We have always known 
there would be an overwhelm- 
ing vote either for or against 
this bid,” said Mr Malcolm 
Dagul, the Southend pfrafnman. 

The hid would have created 
the OK’s 11 th largest property 
company and has enlivened a 
sector that has hero particu- 
larly hard hit by the recession. 


After the bid lapsed. 
Southend increased its stake in 
Frogmore from just below 10 
per cent to jnst over that 
figure. 

Mr Dagul said there were 
now three shareholders who 
controlled 40 per cent of toe 
company, whue the directors 
owned only 3 per cent. He 
added that Southend was not 
satisfied with Frogmore’s man- 
agement. 

“We are still interested fa 
Frogmore.” he said. "There is 
more to play for.” 

Yesterday's purchase will 
allow Southend to take certain 
actions, such as calling for 


extraordinary general meetings 
to make board changes. 

Earlier this month Southend, 
which is highly-geared, raised 
its offer to £139m and added 
cash and convertible shares to 
its original all share offer. 

Mr Dagul had argued that 
this would have given Frog- 
more shareholders a much 
higher return. Frogmore share- 
holders would have owned 54 
per cent of the merged group. 

Yesterday Mr Dagul said the 
bid had probably failed 
because the offer lacked suffi- 
cient cash but defended his 
decision to let the hid stand on 
the merits of the merger. 


Portugal launches initial 
phase of Bonanca sell-off 


By Patrick Blum in Lisbon 

THE FIRST phase of the 
privatisation of Companhia de 
Seguras Bonanca, Portugal’s 
fifth largest insurance com- 
pany, will take place today 
with the sale of 60 per cent of 
its capitaL 

The offer is divided into four 
tranches. Employees are befog 
offered shares at Eb 4,QQ0 par 
share, small investors at 
E&L275 par share and Portu- 
guese living abroad at Es4£00 
per share. The fourth tranche 
consists of a block of IJSm 
shares at a starting price of 
Es4,750 per share. 


The remaining 40 per cent of 
the company will stay fo state 
hands for the foreseeable 
future with the government 
retaining a 15 per cent direct 
shareholding. Potrogal, the 
state-owned oil group, and 
Tabaqueira, the state tobacco 
company, will each keep 225 
per cent. 

• The privatisation of Port- 
line, a shipping company, was 
completed last Friday with the 
EsS.75bn (336m) sale of the gov- 
ernment's remaining 80 per 
cent shareholding to a Portu- 
guese-German consortium. 
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In rimes of radical change, corporate strategics 
have to stand up to rigid tests. Last year our diems 
faced many new challenges, and so did our bank. 
We are happy with the results. The bank’s greatest 
asset - our flexible and diem-driven approach to 
providing specialized services - paid off again in 
1990. 

Our business volume rose to DM 7.7 bilKon from 
DM 6.8 billion the year earflen Interbank business 
was the focal point of our activities. Customer 
deposits showed a sizeable increase, and despite 
strong competition the bank's interest and com- 
mission surplus amounted to DM 43 million. 

A copy of our annual report is available on request. 


Financial Highlights 

(DM million) 1990 

1989 

Total Assets 

7*568 

6,757 

Balances with Banks 

4,804 

3,830 

Advances to Customers 

1,887 

1,653 

Securities 

732 

1,073 

liabilities to Banks 

2,708 

3,825 

Other Liabilities 

3,589 

1,684 

Capital and Reserves 

226 

188 
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THE SANWA BANK, LIMITED 

THE TOYO TRUST AND BANKING COMPANY LIMITED 


Managed by 


BANK OF TOKYO INTERNATIONAL LIMITED 
MELiTA BANK INTERNATIONAL LIMITED 
THE NORINCHUKIN BANK 
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PARIS. France, June 19 - The French firm LA8INAL and 
PARKER HANNIFIN Corporation with headquarters in 
Cleveland, Ohio, today announced their intention to create a 
joint venture company covering turbine engine starters and 
controls for the commercial aircraft engine market. 


LABINAL, through its MICROTURBO Division, and PARKER, 
through its PARKER BERTEA Aerospace Group, agreed to 
establish a jointly owned company to design, develop, 
market, manufacture and service aircraft turbine starters and 
controls for the international commercial engine market 


Following today's announcement - made at the Paris Air 
Show - the two Arms will develop a formal agreement subject 
to the approval of both company's board of directors. 


LABINAL, headquartered in Paris, is a French corporation 
with 1991 revenues projected to be approximately $1.7 
bHIion. Revenues are divided between aerospace markets 
and the automotive field. The company is a world leader m 
small gas turbines used m tactical missiles, target drones and 
auxiliary power units. LABINAL also provides a full line of 
turbine starting systems for military aircraft and pneumatic 
control devices for both military and commercial cppBcatbna. 


PARKER HANNIFIN is a leading producer of motion -control 
components and systems for a wide range of industrial and 
aerospace markets. Sales from continuing operations In 
fiscal 1990, ended June 30, were $2.45 billion. PARKER 
reported sales of $700 mllfion for its Aerospace Sector last 
year. Irvine, California-based PARKER BERTEA Is a full line 
supplier of pneumatic, hydraulic and fuel components and 
systems for commercial, miliary and general aviation aircraft. 
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(Incorporated tn England under the Buiktmg Societies Act 1986) 


Issue of up to an aggregate of 

£200,000,000 

Senior Variable Rate Notes Due 1994 

and 

Subordinated Variable Rate Notes 
with a maturity of 12 years 
Notice is hereby given that for the three months interest period from 
June 21, 1991 to September 23, 1991 (94 days) the Subordinated 
Notes win carry an Interest rate of 11.91875%. The Interest payable 
on September 23, 1991 tar the Subordinated Notes will be £306.95. 


By. TTie Chase Manhattan Bank, NA. 

London, Principal Paying Agent 
June 25, 1991 


COMMERCIAL PROPERTY 

Appears every Friday in the Financial Times. 
For advertising information. 

Please call:- 

Peter Shield: 

071 873 3574 
Wai Fung Cheung: 

071 873 3596 
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Tobishima debt 
plan presented 
to creditors 


By Robert Thomson in Tokyo 


TOBISHIMA Corporation, the 
financially troubled Japanese 
construction company, 
yesterday presented a debt 
restructuring plan to creditors 
that will aim for a Y540bn 
($&9bn) reduction in Its total 
borrowings of Y950bo. 

Tobfsiuma has become a 
symbol of the many 
conservative Japanese 
companies that were led astray 
by speculative temptation 
doting the financial boom of 
the late 1980s. It was caught up 
in the Y300bn collapse earlier 
this year of Nanatomi, a 
property developer and stock 
speculator. 

The company, one of the 
country’s leading contractors, 
is receiving assistance from its 
main hank, Fuji Bank, which 
has assured lenders that there 
is no danger of Tobishima 
defaulting, despite the large 
borrowings. 

A Tobishima spokesman said 
that the company expected 
that the Y540bn reduction 
would take three years to 
complete and would be realised 
by sales of property totalling 


Y350bn and securities sales of 
YlSObn. 

He conceded that a sluggish 
property market could hinder 
the planned sales, “but we will 
be making every effort in this 
direction”. 

The company joins a 
growing list of developers now 
attempting to reduce debts 
through sales of their property 

hnlding K- 

Mr Akira Tobishima 
announced several weeks ago 
that he would resign as the 
company’s president and be 
replaced by his 78-year-old 
father, Mr Hitoshi Tobishima, 
who had relinquished the 
presidency six years ago to 
take the largely ceremonial 
post of chairman. 

The announcement by the 
younger Mr Tobishima 
followed the collapse of 
Nanatomi, which had been 
formed by seven former 
Tobishima officials. 

At the time of Nanatoml’s 
failure, Tobishima had 
outstanding loans and 
guarantees to the company 
totalling Y128.4bn. 


Cerebos net earnings fall 
in spite of strong sales 


By Joyce Quek In Singapore 


CEREBOS Pacific, the food, 
beverage and restaurant group, 
announced strong sales and 
profit performances from its 
Australian, New Zealand and 
Brand's divisions, but the con- 
tinued strength of the Singa- 
pore dollar depressed the over- 
all results. 

Cerebos, the only listed com- 
pany in the Japanese Suntory 
group, c hang ed its finan- 
cial year-end to match that of 
Its parent. For the eight 
months to March 31, group 
turnover rose 9 per cent to 
S$283.4m (US? 162 .9m) after a 
S$ 19.8m translation loss. 

Qroup pre-tax profits 
improved slightly from S$46-7m 
to S$47.4m, while an extraordi- 
nary loss of S$860,000 for 
rationalisation in New Zealand 
and Hong Kong reduced after- 
tax profits and net earnings 


per share by 4 per cent each to 
S$24Jhn and 83 cents respec- 
tively. 

Following Industry trends, a 
slowdown in sales perfor- 
mance, coupled with rising 
operating costs affected the 
results of the Pizza Hut fran- 
chises in Singapore and Malay- 
sia. Also, the Pizzaland busi- 
ness in Hong Kong and Water 
business in Singapore, both 
started in 1990, continued to 
experience high investment 
and start-up costs. 

The core businesses are 
expected to perform satisfacto- 
rily, with a first-time contribu- 
tion from the newly acquired 
Bonlac business, while the res- 
taurants win continue to face 
difficult trading conditions. 
However, trading profit is 
expected to be better than last 
year. 
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All of these securities hove been sold. This announcement appears 
as a matter of record only. 
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S Korean 
corporate 
debt shows 
sharp rise 


By John Ridding in Seoul 


SOUTH Korea’s corporate 
debts have risen by 28 per cent 
over the past year because of a 
prolonged slump in the stock 
market and reduced profitabil- 
ity, according to the Bank of 
Korea. 

te a report released yester- 
day, the central bank said that 
aggregate net liability of Kor- 
ean companies was 
Wonl43,684bn (?l98im) at the 
end of March, a 2fL5 per cent 
increase from the same period 
last year. 

A spokesman for the BOK 
said the increase reflected the 
continued decline In the stock 


market, which lost 23 per cent 
of Us value In 1990 and which 
has been one of the few Aslan 
markets to fall this year. 

He said that reduced profit- 
ability, resulting from higher 
labour and financing costs, 
was also a factor. Interest 
rates, which pot the marginal 
cost of borrowing at near 20 
per cent, have been farther 
tightened this year as a result 
of inflationary pressures. As a 
result, corporate indebtedness 
has risen still further. 

According to the report, the 
corporate sector has been 
reluctant to raise funds 
through the disposal of unused 
land, despite increasing gov- 
ernment pressure to do so. 
Instead, it has increased its 
dependence on the banking 
sector. 

The study was based on 
reports from companies with 
annual sales of more than 
Won250m- Financial institu- 
tions md Tinnw-mwnierrtal pri- 
vate organisations were 
excluded from the calcula- 
tions. 

Outstanding loans from 
flnamriai Institutions totalled 
Won278,790bn at the end of 
Mardh 1991. against total 
assets of Wonl36,105hn. Bank 
loans amounted to 
Won52£20bn, up 25.6 per cent 
from the same period last 
year. Funds raised through the 
Issue of corporate bonds 
amounted to Won50,485bn. 


Brierley to lift 
stake in joint 
venture to 30% 


BRIERLEY Investments of 
New Zealand plans to lift its 
stake In a property investment 
company it farmed last Decent 
her with SEA Holdings of 
Hong Kong front 20 to 80 per 
cent, AP-DJ reports. 

In a statement to the New 
Zealand stock exchange. Brier- 
ley did not reveal financial 


details of the arrangement, 
which is conditional on SEA 
shareholders approving a 
reduction In the Hong Kong 
company’s stake to 70 per cent 
from 80 per cent. 

The company Is to be used 
far Investment in Pacific Rim 
property, with its portfolio ini- 
tially planned to consist of 
Wellington’s Telecom House 
and Hong Kong's China Under- 
writers Center and associated 
car narks. Those holdings 
would give the venture a net 
asset value of NZ|73-4ra. 


Westpac shares 
fall 11 cents 


SHARES in Australia’s largest 
bank, Westpac Banking Corpo- 
ration, fen 11 cents to AI4-57 
yesterday as the market 
reacted sharply to the bank’s 


surprise announcement last 
week th 


that it would inject 
A|150m (US$1 15.4m) into its 
troubled finance arm, ACC. 
The division was expected to 
lose AS 120m this financial 

year, writes Mark Westfield in 
Sydney. 

By contrast, the National 
Australia Bank, which said it 
would reduce the activities of 
its lossmaking finance arm. 
Custom Credit, to a specialist 


leasing company, was rela- 
tively unscathed In yesterday's 
market, foiling just 2 rents. 


Sankyo pre-tax 
profit up 31% 


Sankyo, a leading Japanese 
pharmaceutical maker, 
announced a 31 per cent ji 
in consolidated pre-tax _ 
in the fiscal year to' end- 
March, AP-DJ reports. Net 
profit rose 67 per cent to 
Y21.74bn (9156m) from 

Yl3.02bn with sales rising to 
Y45SU4bn from Y425.64bn. 


GFW gets back to basics 

Bruce Jacques on the Australian group’s revival 

Wi 


HEN the historians 
pronounce on the 
. . corporate boom and 
bust in Australia during the 
late 1980s, they may sagely 
point to a raft of telMale sta- 
rmin that rendered seemingly 
successful companies vulnera- 
ble. Perhaps the central such 
warning should be against 
companies that become domi- 
nated by one man, especially if 
his name appears on the prod- 
ucts. 

Any such treatise should not 
overlook the Australian 
region’s biggest food maker, 
Goodman Fielder Wattle 
(GFW). which has been to hell 
and back in the past few years. 
Personalities could not be 
more central to the company’s 
recent history. 

Goodman’s return from the 
brink can be traced to almost 
one year ago, when the chair- 
man, Mr Pat Goodman, finally 
subjugated his ego .and 
appointed former Elders direc- 
tor Mr Michael Nugent to the 
managing director’s job. 



Mr Goodman, who remains 
non-executive chairman, has 
since returned to his native 
New Zealand, several thousand 
miles away from the GFW 
head office in Sydney. Mr 
Nugent’s appointment followed 
a long stint when GFW was 
lumped with the now largely 
discredited Australian entre- 
preneurial sector. The compa- 
ny’s share price fell to AJL19 
last year, a for cry from its 
A$4-plus price tag during the 
1980s share boom. 

GFW acquired a deal-making 
flavour from its modem incep- 
tion last Hreyd* as an uneasy 
coalescence of three leading 
food groups: Fielder Gillespie, 
Allied Mills and Wattle. Under 
the' influence of Mr Goodman, 
who started the business as a 
two-man bakery in New Zea- 
land, the group embarked on a 
further procession of deals. 

These included a foiled take- 
ova attempt on the Australian 
corporate raider. Industrial 
Equity, and a A$8.6bn 
(DS$2.77bn) tilt at British food 
rival; Rank Hovis MbDougall, 
which foundered on rrfemu to 
tiie Monopolies and Mergers 
Commission, 

This aggressive beh aviour 
Initially buoyed GFW’s share 
price. In the hot-house atmo- 
sphere of the mid-1980s, few 
seemed prepared to analyse the 
dubious quality of GFW’s earn- 
ings stream. The company was 
booking asset sales above the 
Hna and equity accounting Its 
then 15 per cent stake in 
Elders IXL (now Foster’s Brew- 
ing), whose earnings quality 
was also found to be flawed. 

But the crunch inevitably 


Mr Pat Goodman: surrendered executive centred test year 


came with investors' “flight to 
quality” late last decade. The 
market was baying for blood 
and was offered a little of Mr 
Goodman’s. It liked the taste. 

With Mr Nugent in c on trol, 
the GFW share price has 
jumped more than eo per cent 
and the company is again 
being talked of as a key rood 
group instead ofdeal-maker. 

A modest Mr Nugent is the 
first to claim there’s no magic 
about his approach. He says its 
simply badk to basics. “The 
board had already set the coni' 
pany on a course of reducing 
costs, selling surplus assets 
and cutting debt before I 
arrived,” he says. "I have Just 
continued the process. 1 * 


for as much agate in the next 
couple of years- Action so for 
has mainly involved plant clo- 
sures and mergers. Divest- 
ments have already : raised 
more than A$l20m and a fur- 
ther ASZOC&n is possible. - 
• GFW’s gearing is down from 
more than 100 per cent -to 
around 75 per cent, and Mr 
Nugent believes cash Sow can 
support remaining debt of 
about A$940m. “We’ll do better 
than last year this time,” he 
said, "but we won't yet make 
the mufits we want Most of 


M 


r Nugent moved to 
stamp his authority 
, on the company last 
month with a debated strategy 


statement which. Is an attempt 
to ehangw GFW’s corporate cul- 
ture. He is trying to rid GFW of 
its regional blares, reflecting a 
group cobbled together from 
disparate food interests. His 
method is to reorgmdse man- 
agement along product rather 
than geographic lines. 

Any change that deep will 
take time to work, but Mr 
Nugent appreciates that a 
parochial culture will not suit 
his plan to have GFW rank 
among the world's leading food 
groups. He foresees expansion 
in Europe and Asia lifting the 
overseas earnings ratiofrom 30 
to 50 per cent 

Meanwhile, Mr Nugent has. 
achieved cost savings of about 
A520m a year and is looking 


the Improvement is coming 
from internal efficiencies 
because the markets out there 
are still pretty tough." 

Most analysts are predicting 
only modest growth this year, 
and December half-year earn- 
ings results foil short of an 
emphatic return to health. 
Earnings before interest and 
tax rose 80 per cent to AS140m, 
but a rirfng tax bill cut net 
earnings 12 per cent to Ag62in. 

The company also faces a cut 
in foil-year dividend Mr 
Nngent wants to pay out about 
100 per cent of earnings. The 
GFW share price stands to ben- 
efit from last mouth's sale of a 
near. 10 per cent, stake by Fos- 
ter’s Brewing. The holding, 
another legacy of Mr Goodman, 
was overhanging the market 
Bat at mid-June levels 


around AJ1.70, GFW was still 
selling well below the Af2.71~a 
share which had been, offered 
two , years ago ina counter-raid 
by RHM. Shareholders must be 
wondering why Rank’s, lar- 
gesse was so strongly rejected 
at the time. 


TRADING 
NORDIC SHARES? 


Nontax is the international marketplace for fully 
automated trading of Nordic Shares. . 


i Nontax provides instant 
an misting network of 
international brokers and market 
makers. 


to 


■ Nontax Is a tr a n spa rent and Mr 
marketplace because bkte and 
offers are automatically matched 
with no dhcrirninatfon between 
small or large brokers 


i Nontax trading provides assured 
risk-free and timely clearing and 
settlement with CWbank NA as 
central counterparty 


■ Nontax trudtag is easy - push 
button execution elnronates 

tetaphonemburKtastantfir^sand 
refoes back office headaches. 


■ Nontax prices can be vi e w e d on 
Router* pages TVKA/TVKB. Best 
bids and offers are updated several 
tones daily for those without the 
benefit o# North* screens. 


NORDEX TRADES 
AFTER EUROPE CLOSES 


MARKET OPEN: 
O&OO-J&fiOeMT 
hhOO-lTtoOCET 




ST 






A T3ANSVK MARKET SYSTEM 


NORDEX; 

NO QUOTES - 
SIMPLY REAL PRICES 


AvftjrtherlnfomiBSonptassiteontacb • 

Jofw Oedmann, Transvik Limited 
Crown Home. 72 Hammers n Hb Road. London WU8YP 
Rfefftone 071-603 4544, fcsurffe Q71-6Q3674Z 



hoMUlnM J> «M 19 fla Sto*w» «te fcrawrai Brad M M IMS KkgMni 
TataKfcrtvnmiilMrai n, faro* lm*l 


CANON INC. 


Holders of EUROPEAN DEPOSITARY RECEIPTS TO BEARER 
(SHARE EDR'SJ should present Iheir talons of the office of 
HILL SAMUEL BANK UMITED, 45 Beech Street, 

London EC2P2UC, 

or BANQUE INTERNATIONALE d LUXEMBOURG, 

2 Boulevard Royal, Luxembourg, 
where new talons and coupon sheets covering coupon 
numbers 61-90 are now available. 

Further information may be obtained from: 

Hill Samuel Bank Limited, 

45 Beech Street, London EC2P 2LX. 


£75,000,000 

WOOLWICH 


0 vi l -d r'rre v 0 c 1 r r v- 


954 Fixed Rate/Hoating Rate Notes due 1995 


In accordance wHfrfos provteJans of toe Notes, notice b Hereby 
giyen that fqr foe Interest Period tom JtXKMfi. 1991 to December 29, 
1991 foe Notes wft cany m insert 4*11/17% per annornL. 
The interest payable pamem date, 

December 23, 1991 wtt be£S&6?per £1.000 piincfeatamount and 
£283.08 per£5AO0 printipdpftKriftLv' ' - • 


By; The Cfiajte Manhattan Bank, MA 
‘ Londbn^AgentBank 
June 25, 1991' 
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PRICES EXCLUDE ROAD TAX. DELIVERY AND NUMBER PLATES. PRICES CORRECT AT TIME OF GOING TO PRESS. 'EXCLUDING SU MODEL *3-LlTRE MODELS ONLY, 
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international capital markets 

French bonds tumble as 
political tensions mount 


By Simon London m London and Karen Zagor In New York 
FRENCH government bond _ 

SfrSSMK&SSE BENCHMARK GOVE RNMENT BONDS 

voasly to -domestic political V. . m 

tensions and to the outcome of • Coot *° 11 _b*— _ ^ 

the G7 meettag in London on aust^aim 1 gjoo. n/or tw. 

Sunday. - : BELGIUM io-oqo obipo ioa. 

The benchmark a ’A per emit Canada ■ ftreo owh aa: 

ld-year .government bond feQ aentMK • axoa ivoo ass 

by around. % point on the day ■ France . btan moo km aa; 

and dosed no a yield of 9.26 oat ... esoo ouoi m. 

per cent, np fnan9-16 per cent Germany . aare Q5 /ot_ . : ipa 

on Friday. . . . nwLY ujoo oa/ot aai 

In addition to the weakness japan None «.axi am trj 

of the French currency- on thp Noi» e^oo m/oo. an 

foreign egghange markets, ihe uemav-Atce a m> gym aaj 

national minimum wage was - spaim iiaoo was aaje 

raised by 315 per cent; in line ^ <^7^ • * 1 * 9 * — 

With «n established formula. ■ .. .nxooa own * 

Although not unexpected, fee • 9X00 Jg “ 

move focused attention on the us.ireasury • |o» ww »■ 

budgetary pressures on the • - — r— r — • .. . : — 

by air traffic controllers added ■ ■ — 

tothe political gloom- tfty" commented one analyst 

The 10-year yield spread Otberthan the auctian, trad- 
bet ween the German and ere 'were watching the perfor- 
Krench markets has now wid- mance of sterling on the for- 
ehed to 90 bads poixtts, from a eign exchange markets, where 
low of around 40 basis points the it opened weaker but recov- 
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GOVERNMENT 

BONDS 


tp May. Analysts said that the 
widening of the yield spread 
. underlined that convergence of 
European bond yields towards 
tiie level of Germany was not a 
stable process. 

' The German government 
bond market itseix saw little 
activity yesterday as dealers 
remained focused on the for- 
eign exchange markets. Hie 
September bund fotures con- 
tract closed on the London 
International Financial 
Futures Exchange at 85.61, 
against an. opening of 65.64. 
Volume was a subdued 19,000 
contracts. 

■THE UK government bond 
market was quiet ahead of 
-tomorrow's auction of £i_5bn of 
20-year government stock. 

The benchmark 11% per cent 
gilt maturing 2008/2007 dosed 


down A oh the day at 107& for 
a yield of 10.56 per cent 

Films active in the gflt mar- 
ket reported mixed advance 
reaction to tbe auction. Most 
reported limited domestic 
demand for the new stock, 
other than Investors switching 
out of longer-dated gilts or 
Euroscerling bonds. 

'‘Yields are too low at cur- 
rent levels, to attract much 
institutional buying, aiHwi ngh 
Overseas participation in the 
auction is an unknown quan- 


tity,’' c ommente d one analyst. 

fitfwrr than t hfl fliytion , frarf. 
ers were watching the perfor- 
mance of sterSng on toe for- 
eign p^fthangp markets, where 
tbe it opened weaker but recov- 
ered ground. 

tn the late afternoon, ster- 
ling was trading around 
DM2.93, dose to the opening 
levels, and $L64, hating fallen 
to $1.6255 in early trading. 

■US Treasuries eased slightly 
yesterday morning in sparse 
trading as players paused 
ahead of this week's Treasury 
auctions of two and five-year 
notes. 

At mid-session, the Trea- 
sury's bellwether 30-year brad 
was A lower at 9% yielding 
8.51 per cent Shorter-dated 
maturities were ofi £ to V*. 

The Federal Reserve 
refrained hum operating in the 
open market, and Fed funds - 
the rate at which banks fond to 
each other - traded at 5% per 
cent in the w»«n>hy 

The bond market received 
some support from the morn- 
ing sell-aff in equities, with the 
Dow Jones Industrial average 
off 36.67 at at midday. 

However, there was little 
bond market reaction to the G7 
weekend meeting, where offi- 
cials were optimistic about the 
economic outlook in the US 
but did not seek immediate 
-action to. address the dollar's 
strength. In the foreign 
exchange market, tbe dollar 
was trading at about Y13&80 
and DM1.7840 at mid-session, 
below its earlier levels tn Lon- 
don of Y13&Q3 and DM LT928. 

■JAPANESE government bond 
prices closed lower in Tokyo as 
dealers saw the dollar remain 


MSSlon YfetaK Locd orerkto tosnuard 
raoftnbtf Outo/ATLAS Mca Source* 

strong on the foreign exchange 
markets to the wake of the G7 
meeting in London on Sunday. 

The benchmark government 
bond issue No 129 closed the 
Tokyo day on a yield of 6A6 
per cent, against a dose of 6£1 
per cent on Friday. 

Today the government is 
expected to auction around 
YBOObn of 18-year paper. Deal- 
ers are hoping for a coupon of 
6.7 per cent, although the 
authorities may set a 6.6 per 
cent coupon. 

■THE Hong Kong gov e r n ment 

hag h mflHgpwrt t h e imwihw iihi p 

of *h» advisory committee f or 
the colony's securities watch- 
dog to include stockbrokers, 
Reuter reports from Hong 


Mr David Nendick, the Secre- 
tary for Monetary Affairs, said 
12 members have been 
appointed to the Securities and 
Futures Commission (SFC) 
advisory committee. Including 
three executives of securities 
firms, for a one-year term. 

Only former brokers had 
been members of the commit- 
tee in the past 

The three brokers are new 
appointments while tire nthm- 
nine have been re-appointed 
from the present membership. 

The new members are Mr 
Richard Margolis, managing 
director of Smith New Court 
Far Bast, Mr Waters Yamagu- 
chi. managing director of 
Daiwa Securities and Mr Lin- 
coln Yung, deputy managing 
director of Nanyang Holdings. 
Of the committee's members, 
12 are appointed by the gover- 
nor, two are SFC executive 
directors and (me is the SFC 
chairman. 


FT GUIDE TO WORLD CURRENCIES 

The table below gives tbe latest available rats of exchange (rounded) against four kor currencies on Monday, June 24, 1991 . lit some cases the rate is nominal. Market rats are the average of buying and selling rats 
except where they are shown to be otherwise. In some case market rate have been calculated from those of foreign currencies to which they are tied. 
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183.45 
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13488 
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497.62 
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, Special Drawing JBgftes Jwe 21, 1991 United (Oaodo m £0.807225 United States 3131618 Geraarr O Marie 236820 J«w> YeniaxOZS 
Eanpeaa Ccntuey Unit Rates June 24, 1991 Unltedltingdom £0.699750 United States $1.14234 Germaiv D Marie 2.05324 Japan Yca159.128 


AbbravlatiouK (a) Free rate; Qri Banknote rate; (c) Commercial rate ; <d) Control led rata; (e) Essential I 


Financial rate; M Exports; (D Non commercial rate; (P Bnsinas rate 


<U Buy lag rale; (D Luxury goods; On] Market rate; (n) Public transaction rate; (o) Offlctaf rate; <p> praftrenllal rate; (q) cmwMIble rate; (r) parallel rate; 
(d Sdllng rate; tt) Tmrfst rate <u) Cwreades diced against tbe US Dollar: 


Some data supplied by Bank i 


Economics Department. London Trading Centre. Enquiries: 071 634 4360/5. 
Monday June 24, 1991 
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Only one airline flies daily non-stop 
from London, Paris and Frankfurt to Tokyo. 


j ^ E 

Japan Airlines 
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TTifs announcement appears as a matter of record only. The Securities he jo not bean registered under 
the Securities Act oti933 and may not be offered or sold In the United States absent 
registration or an appBcabfe exemption from the registration requirements. 
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INTERNATIONAL CAPITAL MARKETS 


OECD group wants strict 
rules on securities firms 


By Richard Waters 

SECURITIES regulators should 
develop their own version of 
the Basle accord for banks to 
guard against disruption in the 
world's securities markets, 
according to a group of experts 
convened by the OECD. 

Regulators should also con- 
sider imposing a new capital 
adequacy requirement on secu- 
rities co mpanies as "an addi- 
tional systemic safety margin" 
specifically to guard against 
“severe international market 
disturbance”, the group said. 

The recommendations, 
reported in the latest issue of 
the OECD’s publication Finan- 
cial Market Trends, will add to 
pressure on national securities 
regulators to cooperate more 
effectively. Recent initiatives, 
such as attempts to agree an 
intarnaHrmai capital adequacy 
code, have been held up by dis- 
agreements and the lack of a 
suitable forum for debate. 

The OECD report suggests 
that the steps taken so far to 
guard against systemic risks In 


the securities markets are 
likely to prove ineffective in 
any future financial crisis. 

Much effort has gone into 
the development of “circuit 
breakers", under which mar- 
kets are closed temporarily at 
moments of extreme volatility. 
The OECD report says, how- 
ever “Circuit breakers cannot 
ensure that, once trading 
reopens, panic will not revive. 
Their availability cannot guar- 
antee the containment of sys- 
temic contagion in a major 
market crisis.” It adds that 
moves to control techniques 
like programme trading are 
also likely to prove ineffective . 

The OECD also criticises the 
lax margin requirements 
applied by some futures mar- 
kets. The desire to increase 
liquidity means that margin 
levels are frequently set too 
low. and attempts to raise 
than at times of crisis only 
add to the problem, it says. 

The OECD group of experts, 
created under the auspices of 


its committee on ffnanrial mar- 
kets, recommends improve- 
ments to settlement systems 
and closer co-operation 
between regulators to guard 
against systemic risks. 

Reviewing the improvements 
to settlement systems already 
proposed by the Group of 
Thirty, it says the greatest 
needs are for shorter settle- 
ment periods, delivery versus 
payment arrangements, and 
the construction of netting 
arrangements. 

It adds that, to achieve 
proper supervision internation- 
ally of diverse ftianwal g roups 
which operate in the capital 
markets, regulators would 
need to develop their own ver- 
sion of the Basle agreement for 
banking supervisors. They 
would also need to move ahead 
with common capital adequacy 
roles, which should be 
extended to iiwhiHe an addi- 
tional cushion of capital to 
guard against “extreme price 
movements”. 


Soffex starts to 
trade options on 
registered shares 

By Tracy Corrigan 

THE Swiss Options and 
Financial Futures Exchange 
(Soffex) started trading 
options on the registered 
shares of Brown Boveri, Swiss 
Bank Corporation and Union 
Bank of Switzerland yester- 
day. 

Soffex already lists options 
on the bearer shares of 11 
Swiss companies, fnrindiqg 
Brown Boveri, SBC and CBS, 
but these are the first options 
available on registered shares. 

Foreigners can use the 
options freely, even though 
there are restrictions for for- 
eigners buying registered 
shares. 

Some investors may prefer 
options on the registered 
shares because die min*-* for 
registered shares is less liquid, 
so price movements tend to be 
more dramatic. 

Soffex hopes to lunch far- 
ther options on registered 
shares, but shares have to be 
easily deliverable, under Sof- 
fex rules, before they are con- 
sidered wligihl* 


Halifax to establish $3bn 
Euro MTN programme 


By Simon London 

HALIFAX Building Society is 
establishing a J3bn Euro medi- 
um-term note programme, the 
largest and most complex pro- 
gramme set up by a UK mutual 
savings institution. 

The programme is being 
arranged by Merrill Lynch and 
allows for the issue of medium- 
term notes, subordinated notes 
and unlisted deposit notes in a 
variety of currencies. Notes 
can be issued in fixed-rate, 
floating-rate, zero-coupon or 
index-linked form. 

Ten International banks, 
including the arranger, are 
dealers to the programme. 

The size of the programme 
reflects a trend for borrowers 
to set up large issuing struc- 
tures to minimise legal and 
other professional costs. Last 
month, Abbey National 
increased the size of its Euro- 
MTN programme to $5bu. 

hi March, Halifax set up a 
DM5 00m MTN programme, the 
first UK borrower to enter the 
D-Mark sector. It Is also hoping 
to set up an MTN programme 
in the US. 


UK building societies are 
unable to tap the US marim* 
because of a conflict between 
UK and US tax regulations. 
Companies overcome the prob- 
lem by issuing notes through a 
US subsidiary, but building 
societies are prevented from 
issuing through an overseas 
finance subsidiary by the 
Building Societies Act 
“Our use of MTNs is partly, 
but not wholly, a response to 
the increased cost of funding 
in the bond markets,” com- 
mented Mr Simon White, assis- 
tant treasurer. 

ffaUftry ha$ not issued in the 
sterling floating-rate note sec- 
tor of the international band 
market since last October. 

Although the society has not 
set a formal funding target for 
this year, d emand for whole- 
sale hinds will be low. The UK 
housing market remains 
depressed, w hile the inflow of 
retail funding is buoyant Hali- 
fax raises around 15 per cent of 
its financing from the capital 
markets, among the lowest of 
the Mg building nryHeHrea 


NYSE firms 
made $957m 
after tax in 
first quarter 

By Martin Dickson 
in New York 

THE sharp improvement in the 
fortunes of Wall Street seaai- 
tles houses was underlined 
yesterday when the New York 
Stock Exchange reported that 
member-firms made after-tax 
profits of |957m in the first 
quarter of (Us year, compared 
with a Ion of 9321m In «nne 
period of last year. 

In the fourth quarter of 1996 
the fln iw lost 9128m. 

Wall Street has been helped 
tills year by a first-quarter 
boom in share prices, currency 
market volatility, strong trad- 
ing activity and a recovery in 
the underwriting Of new stock 

anH bond lwi*«- 

Firras' expenses have also 
been pared through numerous 
rounds of redundancies over 
the past few years. 

Revenues for the NYSE 
member-firms rose to 
up 17.4 per cent from 
the first-quarter revenues last 
year of HSJSbn. 

The fourth-quarter total was 
IfiUflm. 

Expenses rose 2J3 per cent to 
914.41m, from $14bn in the 
game period of last year and 
9l3-47ba in the fourth qu a rter. 

The after-tax profits repre- 
sented a 10 l 6 per cent animal 
return on member-units’ aver- 
age ne t wort h of OShn. 

The NYSE said that about 81 
per cent of the 322 firms 
reporting for the period were 
profitable. 

Commission revenue 
a m ou n ted to 17-4 per cent of 
revenues, up from 16.7 per 
cent in the first quarter of last 
year and 15J5 per cent In the 
rearm Quarter. 

The figures collected by the 
exchange indnde income from 


all sources, such as trading, 
tutu — * and commission. They 
exclude ff™« which do not 
deal with the public, which 
generally means "spedaUsts” 
— mazketmakers who faWarfp 
trades on the floor of the 
[change. 

The NYSE specialists 


reported after- tax profits of 
(Mm in the first quarter, com- 
pared with |9m in the same 
period of 1990. Revenues 
totalled 9131m, up from 987m, 
and there was a 19.6 per «wit 
return on capital, compared 
with 4 A per cent 


Slow day as borrowers 
wait for better conditions 


By Tracy Corrigan 

ADVERSE conditions in most 
bond markets cast a pall swa- 
the primary Eurobond market 
yesterday. Although a number 
of issues are in the pipeline, 
some borrowers are being 
advised to wait for better mar- 
ket 

Hydro Quebec, the Canadian 
utility, is likely to delay plans 
to launch a Cjlbn 10-year 
global offering until the mar- 
ket improves. Hydro Quebec's 
first global deal retreads 
ground broken by another 
Canadian utility, Ontario 
Hydro, which launched the 
first such deal last December. 

Petrobxas, Brazil’s state Ml 
monopoly, plans to tap the dol- 
lar sector of the Eurobond mar- 
ket in the next few weeks, 
marlring a return to the inter- 
national capital markets for 


INTERNATIONAL 
BONDS ^ 

Brazilian companies, which 
have been outpaced in this 
area by Mexican and Venezue- 
lan companies. 

Id April, Petrobras and Bra- 
zil’s state mining company 
were allowed to break the 
country's morat o ri u m on debt, 
and started repaying commer- 
cial debt. Both are highly prof- 
itable, but are having difficulty 
finding long-term finance for 
exploration projects because 
Brazil is not repaying commer- 
cial debt The deal, via Chase 
Investment Bank, is expected 
to total 9100m and to mature in 
two years. 


In the Swiss market, 
SFrl5Gm 12-year deal for the 
Canadian province of New- 
foundland met a rathernnen- 
tbusiastic reception, Respite 
carrying a 7 per -cent coup 
Several banks declined to J 
theunderwriiing group. 

Dealers said the borrower's 
relatively low, singte-A, taring 
had an adverse effect. The 
issue was bid at 2% points 
below its issue price of 102. 

• SUL- Brewing Industries, 
the Australian group, is pfen- 
ning to issue $?5m to 9100m of 
convertible bonds, to fond its 
acquisition of US Water heater 
manufacturer Mor-Flo Indus- 
tries. 

Lead manager Morgan Stan- 
ley International said the issue 
is expected to emerge later this 
summer. 


NEW INTERNATIONAL BOND ISSUES 
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Diisseldorf proposes central services 


By Katharine Campbell in Frankfurt 


THE Diisseldorf Stock 
Exchange, Germany’s second 
largest bourse, yesterday indi- 
cated its willingness to partici- 
pate in a unified securities 
trading sy s tem, while holding 
out for separate existence of 
regional bourses. 

Responding to the initiative 
favoured by the Frankfort big 
banks, Diisseldorf has proposed 
the centralisation of stock 
exchange technical services 


that would allow the 
dent existence of 


This would allow a -more 
competitive national equity 
and bond trading system while 
accommodating entrenched 
regional interests. 

Diisseldorf accounts for 
between 14 per cent and 17 per 
of band «"d equity turn- 
over in Germany. 

Yesterday's proposal sees the 


“Deutsche Bfose” as a holding 
company for all the services - 
computer systems, clearing 
and so an - in which regional 
exchanges outside Frankfort 
would have a stake, in propor- 
tion to their turno ver, perhaps 
around 38 per cent in total 
In contrast, the Frankfurt 
model appears to involve fold- 
ing nU seven regional 
exchanges into one holding 
company. 


Japan seeks to improve bond activity 


A JAPANESE Justice Ministry 
advisory body is studying pos- 
sible legal revisions on 
domestic corporate bonds and 
the related “commissioned 
bank system” in an attempt to 
improve activity in the 
market, Reuter reports from 
Tokyo. 

Tight regulation of the 


domestic market means high 
costs, effectively limiting 
issuance to a of com- 

panies driving other poten- 
tial borrowers to the Euromar- 
kets. 

An interim report by the 
sub -committee of the minis- 
try's legislative council urged 
ending the celling on corporate 


bond issues, which limits 
firms’ borrowings to twice 
their net asset value. 

The sub-committee also 
seeks to remove article 304 of 
the Commercial Code, which 
legally mandates commis- 
sioned banks' involvement in 
many aspects of bond place- 
ments. 


Asset-backed 
US securities 
to be tracked 
by Goldman 

By TriicyCofrigan 

GOLDMAN ‘ Sachs " has 
launched the first index 
-to track the perfor- 
mance of the US asset-backed 
(excluding mortgage-backed) 
. fw a ritt n market. 

The Liquid Asset-Backed 
Securities Index (LABS)- osn- 
sfets of bonds backed by ored- 
tt-card recefvaMes, car loans 
and home emdtv loans, 
Asset-beAedtenes totalling 
more than 3140bn have been 
launched since the. market’s 
Rnillm in ins, 

. To he eligible, femes mart 
be fixed-rate,. tripIe-A rated, 
airi registered with the Securi- 
ties and Exchange Comada- 
ston. 

Deals must also total at 
least 9800m and mature in less 
than M yean. 

Citibank's global issues, 
widdy placed m Europe, wifi 
be frwiiMferi- 

The index will help Inves- 
tors measure the performan ce 
of the asset-backed market 
against other sectors, and 
afiow fimd nuMpi-i to com- 
pare the performance of a 
p mr W fl Bn gg an indM dml issue 
with. the *wiii»x. ■ 

R can also be used as an 
inrestmait vehicle in its own 
right, when it fe in cor po rate d 
into a sec urity, swap, or other 
derivative transaction. 

“The index also has a bene- 
fit for Issuers looking for a 
way to hedgB costs of future 
issues, so that they do not 
cause temporary supply prob- 
lems,” said Mr Scott Pinkos, 
an analyst at Goldman Sachs. 


BNL rating 
under review 

By Richard Water* 

2BCA, the rating age nc y, has 
said it is reviewing Its ratings 
for Banca Naztonale del 
Lavoro (BNL), the Italian 
state-owned bulk, following 
news last week that several 
banks have withdrawn credit 
Hi un 

If BNL were to be forced 
fotO cnppirfinff Aflriferfair liiff, 

the troubled group of which it 
owns 86 per cent either 
directly or indirectly. It could 
be left with an exposure of 
ovur.lZhn, 1BCA said. 
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Index 

No. 

Into 

No. 

Into 

No. 

-l.fl 

LL15 

5.93 

1L03 

1733 

82238 

820.76 

81937 

902.71 

-IJ 

10 .W 

5.9C 

12.4* 

28-15 

105017 

104631 

103631 

1162 13 

- 1.0 

931 

636 

14.13 

3132 

1243.92 

1246.95 

1248.4* 

147L96 

-0.7 

11.27 

5.7< 

113( 

61.85 

2346JC 

2346.94 

23453C 

2619.46 

-LI 

9.08 

535 

14-66 

10.00 

173311 

173635 

174734 

1809.08 

- 0 J 

1631 

5.92 

731 

10.83 

424.06 

C03£ 

418.96 

473.74 

-0.7 

12.65 

5.85 

931 

9.64 

43938 

441.46 

444.46 

49884 

-0.9 

2032 

7.74 

6.05 

3.76 

450.75 

448.74 

44935 

50136 

- 1.6 

123S 

7.58 

932 

9.96 

3253J 

32236 

32435 

376.61 

- 0.8 

933 

533 

12 . 6 C 

33.45 

151734 

151133 

1502.93 

1630.81 

-L2 

830 

3.77 

15.00 

2239 

146L91 

1458.65 

146032 

133271 

- 1.8 

8.80 

3.73 

1335 

2730 

179596 

1853.64 

1813.24 

163338 

-0.9 

9.95 

439 

12.40 

22.69 

nwm 

1196 5* 

116387 

1128.13 

-0.7 

839 

332 

15.66 

39.42 

261431 

2600J4 

259530 

2546.65 

- 1-2 

5.49 

2.46 

20.79 

30.21 

353L41 

3529 DZ 

351L84 

2577.77 

-IJ 

1039 

5.47 

1L43 

2335 

127936 

127739 

128331 

152408 

- 1.0 

939 

5J9 

13.47 

29.60 

139789 

1390-10 

1390.75 

aoo 

-0.7 

8.15 

434 

14.84 

1432 

(87.19 

69031 

689.% 

61338 

-13 

8.82 

4.17 

14.83 

1539 

893-7C 

887.16 

89133 

B6.98 

-0.9 

9.76 

5.69 

12.65 

1L42 

553.79 

55738 

555.94 

50265 

-L 2 

10.02 

535 

12.23 

1637 

121217 

121538 

1222.13 

121332 

-13 

9.21 

5.18 

1337 

1332 

1272.62 

127131 

1256.91 

0.00 

-LI 

832 

5.25 

13.70 

32^ 

1389.07 

1387.86 

1389.60 

1317.02 

- 2.1 

10.74 

733 

1L23 

3L93 

144736 

144737 

146130 

170838 

-03 

8.44 

4.83 

14.74 

3836 

ZI92.08 

218535 

2193.04 

231532 

- 1.1 

1238 

5.71 

1034 

0.00 

118134 

1178.74 

1185.93 

0.00 

- 1.2 

1038 

433 

1236 

536 

142336 

143936 

145439 

124537 

-03 

1834 

6.90 

6.06 

3939 

2248.73 

2253.99 

225937 

196L95 

-0.9 

6.06 

5.00 

21 L 0 

42.19 

19Z337 

192637 

1935.60 

1839.46 

- 1.1 

936 

4.70 

13.12 

19.68 

1227.44 


122930 

120080 

-0.5 

11.48 

3.79 

1L47 

5039 

2375.63 



2328.91 

-LI 

934 

4.84 

12.88 

22.18 




129581 

-L0 

- 

6.12 

- 

20.54 

786.2S 

78038 

783.42 

81488 

-0.9 

7.99 

6.41 

18.16 

22-63 

87L08 

863.62 

B66.64 

867.4Z 

-L4 

- 

5.65 

- 

4L64 

1485.96 

1464A6 

147335 

147539 

-L2 

- 

6.49 

- 

20.23 

682.97 

67835 

67738 

71137 

- 0.6 

7.17 

6.07 

18.16 

29.60 

U1432 

U1738 

111931 

102534 

-03 

- 

5.03 

— 

10.87 

417.72 

417.77 

417.77 

442.62 

-u 

6.86 

531 

20.11 

18.80 

917.91 

91137 

914.93 

1086.89 

-0.9 

9.88 

710 

12.57 

7.07 

26630 

270.44 

27366 

298.48 

-1.4 

- 

332 

- 


1216.07 

- 1.1 

- 

4.98 

- 

2L47 

1195.23 

1192.43 

119438 

117939 

Ws 

Day's 

Day's 

Jn 

Jm 

Jm 

Jaa 

Jn 

Year 

dooge 

Hfekfc? 

low 00 

21 

20 

19 

16 

17 

reo 

-29 2 

248S3 

2457.8 

24873 

2479.9 

2484.7 

2516.0 

2524.0 

23983 


British Funds. 

Corporations, Dominion and Foreign Bonds... 

industrials..... ........... 

Financial and Properties — 

Oils...... 

Plantations. 

Mines 

Others.... - 

Totals 


Rises 

Falls 

Same 

10 

63 

10 

0 

6 

14 

114 

449 

958 

26 

218 

500 

16 

19 

54 

0 

0 

10 

20 

58 - 

S3 

50 

59 

50 

236 

872 

1.679 


DAIS NR 

JO H Jn M kMa 


cutis ms 
l -let jm Jd u hi 


CULLS ms 

to to to to to 


and im 
re* ) 

ASM 

Ml) 


500 44 45 74 4% 12 11 

550 14 35 46 23 34 39 

600 26 16 26 68 66 72 

90 U 13 16 lb 5 6 

100 4 7 10 5 9b 10 

110 16 36 ft 14 16 17 


IM.aWs.360 15 27 X 7 5 29 
P») 390 4 11 Z1 27 32 36 


lUtoer 

PTC) 

lIRramr 

rawi 


700 52 TO 93 36 10 16 

750 18 45 61 20 30 35 

6 12 15 

16 25 27 


20) 17 Z7 35 
300 6 13% a# 


LONDON RECENT ISSUES 


Mt-Atavs MO 27 33 36 1 ) ft 

7166) 160 12 19 22 4% 8106 

180 26 8 12 17 20 22 

ShKI Bee- 

dam A 750 34 60 80 9 22 29 

P7J0i 800 10 34 51 37 48 S3 

850 2 16 31 85 87 88 


Are Nh F* A«e to U 


Brtt Aero 
(*594 ) 


550 60 
600 27 

420 30 
«0 10 


EQUITIES 


toe 

toe 

Uttst 

1991 


re 

out 

H* 

to 

1100 

F 8. 

— 

107 

101 

1102 

FA 

FA 

“ 


104 

10 

4 

FA 

— 

lab 

105 


FA 

— 

3J 

33 


FA 

- 

M5 

140 

100 

FA 

— 

IC? 

100 

t 

FA. 

F.P. 

“ 

£ 

2? 

W30 

FA 

- 

2*5 

210 

385 

FA. 

— 

155 

m 

t 

FA. 

— 

908 

Ml 

125 

FA 

— 

127 

101 

100 

FA, 

- 

113 

100 

35 

FA. 

— 

39 

% 

210 

mo 

— 

124 ^ 

Hlb 

2(0 

100 

- 

U9b 

I105>» 


A 6 MMaedlK.T«.J 

totooWi.Prt. 

AtttfWXTMtl 

BraddunW 

Do. A Warrants . 

0 g.fMWs.AlM 1 

atyUcntaptsHMVW... 

SarOcta. rents. 

GW* Prtrghn , 

Gjteeeorebfl 1 

HaKfesbrUotodlOp 
Manner Ik. lc., 


Scott. ■ 
Scetttt 


3* 4 




104 

“A 

185 

33 

ie 

100 

36 
210 
272 
883 
104 
110 

37 


UK* f-Z! 


NR 

on 


M1232 


173 

□06% 


M35 

114-13 


1903 

B9L2 




- UO-O 


L9 


Kf 


f/E 


Boots 
(*377 ) 


BJ*. 

1*330 » 


330 52 
360 24 
390 5% 
380 34 
330106 
360 26 


68 1 
45 46 
a 17 

43 16 
24 7 

12 31 


4 5k 
9b 24 
22 27 
4 7 

14 28 
34 35 


MCI 
BATH 
(*713) 

BIS 

(*382) 

am. rasa* ao 3i 
(*356 i 360 9 


700 48 
750 15 

360 34 
390 16 


70 85 6 15 W 

40 56 23 37 41 

44 53 96 15 U 

22 32 31 35 39 

53 72 15 30 35 

29 46 « 55 60 

99 50 St. 111ft 

22 33 U » 29 


36 - 

19 S 


5 8 - 

27 » 24 


8.9 


93 


FIXED INTEREST STOCKS 


tor 

toorei 

Latest 

1991 

Suck 

Cktoo 

Prior 

♦ or 

£ 

re 

rate 

High 

low 

E 


lio 

K» 

100 

100 

FA 

FA 

FA. 

FA 

FA. 


107p 

“Si 

LOU, 
103 b 

& 

% 

9W 

BrrtoreretreWV^DeBI PrfMWa. 
Bwnab CepU«q)9Vra»8*2D06_ 
EE Fton nsxOd. Cto. Bis. 2006 .. 

niCCtoa] ft* Ov, to 2006 

rarox9iuKCn.Cre.Bds. 2006 

im 

i»i 

-1 

4V 

A 


RIGHTS OFFERS 


Latest 

Serene 

1991 

tau 


tor 


FIXED INTEREST 


PRICE 

INDICES 

Mon 

Jun 

24 

Day's 

change 

% 

Fri 

Jun 

21 

Accrued 

Interest 

xdadl. 
1991 
to date 


British Greenmwt 






1 

Up 10510019(29).., 

120-72 

-0.04 

120.77 

174 

5.81 

2 

5-15 years (27).. 

128.96 

- 0.12 

129.11 

2.07 

6.73 

3 

0vaI5ysrs(9l... 

135.05 

- 0.10 

135.18 

1.77 

6.44 

4 

faredRmables( 6 l .. 

148.60 

- 0.21 

148.92 

1.95 

635 

5 

All stocks (71)... 

126.55 

-0.09 

128.67 

1.95 

6.47 


bto-Uofced 






7 

0*er5yeare(10).. 

145.17 

40.01 

145.16 

0.65 

232 

8 

All stocks (ID ... 

^46.13 

40.01 

146.11 

0.64 

2.23 

9 

Debs & Loan* (56) „ 

109.23 

40.13 

109.08 

2.19 

5.03 


AVERAGE GROSS 

REDEMPTION YIELDS 


Brtthh hmnnt 


Low 
Coupare 
(0%-76%> 
Median 
Coupons 


5 jean 

15 years. 

20 yeas 

5 yean 

15 years. 


(8%-101a%) 20 years.. 
High 
Crams 
(11%-) 


5 yean 

15 years 

20 years. 

[nedetmaWes i 


Mo-Linked 
Inflation rate 5% 
reflation rate 5% 
Inflation rate 10% 
Inflation rate 10% 


Upto5yrs. 
OrerSjrs. 
Up to 5yn. 
OwrSyrs. 


Debt 

Loots 


5 years.... 
15 years.... 
25 years.... 


Mon 

Jun 

24 


9.12 

10.14 

10.14 

10.51 

1039 

1039 

10.68 

1054 

10.41 

1033 


438 

433 

3.44 

4.14 


1L89 

11.68 

11.50 


Fri 

Jun 

21 


9.06 

1G.U 

10.11 

10.47 

10.38 

10.28 

10.64 

10.52 

10.40 

1030 


437 

433 

3.42 

4.13 


11.89 

11.68 

11.50 


Year 

ago 

(approx.) 


10.91 

10.55 

10.51 

11.87 

11.02 

10.80 

1L97 

11.27 

U.05 

10.47 



Brito Steel 
<131 > 

120 12h 
130 46 
M0 16 

1313J, 
M. 8 % 
3 5 

2 

8 

17 

S 7 
ID 126 
18196 

CtoeySl* 

(147) 

330 

360 

31 

13 

39 

21 

49 

32 

6 

a 

96 

25 

13 

27 

tot 

900 

- 

- 

94 

- 

- 

V 

EetmEhc 

160 

a 

a 

_ 

7 96 

_ 

(•925) 

929 

26 

60 

— 

23 

35 

— 

(176) . 

180 

7 

9 

15 

21 

21 

a 


950 

— 

• “ 

62 

” 

- 

60 


950 

50 


101 

a 


40 









Ubcb 

Tfc 

34 

C&Wkt 

500 

32 

52 

65 

6 

15 

a 

(•964 J 

1000 

25 

a 

73 

46 

56 

u 

PS20I 

550 

600 

5>a 

Ik 

25 

96 

38 

a 

32 

SO 

40 

83 

45 

a 

CSC 

P1H7J 

180 

200 

U 146 176 
2 56 9 

6 

22 

8 96 

9 24 

Cwtedth 

360 

40 

60 

68 

16 

5 

8 









C404) 

390 

24 

X 

47 

6 

13 

18 

tom 

200 136 

a 

22 46 

6 

10 


420 

7 

22 

31 

22 

27 

31 

(106) 

za 

46 

9 116 156 

17 

a 

Cm. Octal 
(■503) 

460 

500 

550 

50 

18 

36 

55 

29 

12 

68 

a 

2 

U 

50 

9 

25 

58 

1 Z 

29 

60 

man 

ra»> 

330 

360 

18 

7 

30 
. 16 

-40 

2b 

13 

32 

19 

33 

19 

38 

Fires 

460 

52 

67 

a 

16 

8 

12 

Ocas tads 
(146) 

140 

160 

13 

4 

17 

7 

19 

10 

9 

9 

21 

lx 

23 

nasi 

500 

20 

38 

53116 

a. 

27 





550 3*z 

17 

a 

48 

51 

53 

P.&0. 

550 

37 

45 

SB 

16 

a 

32 









(•558 1 

600 

14 

23 

35 

46 

58 

64 

GKN 

330 

25 

32 

45 

4 

13 

16 

PRUMM 

(162) 




raw) 

360 Sly 
390 2 

17 

8 

27 

17 

17 

44 

29 

50 

S 

52 

160 

180 

15 

5 

21 

U 

9 

16 

9 

U 6 

22 

15 

& 

Ccto Me. 

TOO 

SO 

68 

_ 

46 

19 

_ 

taMU 

220 

19 

24 

30 

. 5 

9 

U 

(138 1 

750 

17 

40 

58 

22 

41 

49 

TOO) 

240 

9 

12 

a 

15 

19 

a 


800 

46 

21 

X 

66 

75 

a 

















Etm 

200 

21296 

36 

5 86 

u 

LCX 

1250 

52 

85 UB 

27 

57 

67 

( 112 ) 

220 

96 D 6 

26136 

19 

a 

(12641 

1300 

25 

6 Z 

94 

54 

KZ 

87 

ETi 

390 

35 

47 

63 

26 

23 

30 


1360 

12 

41 

72 

90 

115 

122 

PS 6 U 

too 

9 

23 

38 

47 

49 

52 




50 

U 




Sent & Nor 

360 

21 

32 

38 

13 

17 

a 

Khtftor 

460 

X 

6 

13 

19 

ram 

390 

8 

17 

X 

S 

34 

40 

P485I 

500 

11 

29 

42 

S 

33 

X 

■ Testa 





8 

10 

550 

i im. 

23 

68 

TO 

TO 

260 

* 

25 

33 

. — 




(1691 

280 

86 

15 

22 

16 

W 

19 

Udtreta 

220 

38 

44 


1 

5 

_ 

Tk a ■ «s 


a 

72 

IS 

17 


(1551 

M 0 

20 

30 

_ 

2 

9 

_ 

waw 

280 

9 

a 

260 

8 

18 

a 

U 

IB 

a 

pans ) 

300 

4 

u 

13 

32 

32 

36 

ItoSecsr 



SO 

SB 




tore 


M 



M 



460 

36 

i to 

U 

SIC 

280 







(N87) 

500 

8 

» 

34 

17 

22 

27 

“ 


“ 

6 


“ 


550 

l*i 

7 

14 

67 

a 

SI 

(•320) - 

300 


“ 


6 



MAS 
(143 ) 





56 

U 


U 

a 

. bfire 


Jm 

*re_ 

9k- 

Are 

to 

to 

ZW 10 

260 2k 

a 2 b 
9156 

8 

a 

MfecrbL 

(165) 

260 

2B0 

7 

1 

17 

8 

25 16 
14 16 

96 

21 . 

U 

a 

Setator 

SO 

22 

34 

42 

36 

76 

18 

Hatred 

60 

6 

10126 

1 

3 46 

8 96 

r*345) 

360 

5 15*1 

25 

18 

21 

» 

«5> • 

TO 

% 

ft 76 

6 

SMItare. 

500 

26 

S 

47 

5 

16 

19 









(•515 ) 

550 

2 

12 

a 

38 

46 

48 . 

Baskos 

420 

17 

30 

43 

1 

13 

a 

SutlMt 

U» 

5k 

9 

13 

46 

76 

9 

(H39 1 . 

460 

1 

12 

a 

27 

m 

42 

HDD 

no 

2 

5 

8 

13 

14 

16 

ttxOdt 

240 

7 

J9 

a 

3 

14 

16 









raw) 

260 

1 - 

a 

17 

18 

a 

a 

TrtWaar 

M 

16 

30 

31 

13 

a 

a 

Brito Ge 

240 . 

7 

u 

17 16 

a 

13 

(141) 

260 

7 

2 D 

72 

24 

32 

40 

IK5) 

260 

I 

ft 

86 

17 

a 

77 


Otoe 

ao 

7 

16 

a 26 

10 

14 

1*206) 

220 

1 

16 

13 

16 

22 

a 

Embud 

4a 

a 

65 

s 

3 

20 

27 

(*455 ) 

460 

6 

38 

60 

18 

X 

4b 

Stare 

1200 

44 

94 

1Z7 

2 

39 

47 

1*12400 

1250 

10 

67 

97 

17 

63 

M 

HtatttSdL 

3W 

13 

47 

M 

4 

a 

36 

rasoi . 

600 

1 

a 

40 

45 

u 

66 

RBsdare 

200 

15 

23 

_ 

I 

56 

. 

(113) 

220 

1 

a 

17 

9 

15 

18 

terete 

240 

46 

14 

72 

3 

a 

17 

(141) 

260 

6 

/ 

13 

a 

29 

30 

Hidtaad Bb 

200 

4 

15 

22 

46 

12 

15 

rao> 

Natleaal 

220 

2 

1 

14 

22 

a 

29 

tore 

130 

5 86 

12 

1 

96 

10 

(*133) 

140 

16 

36 

7 

8 

IS 

16 

totes 

750 

33 

M 

97 

36 

a 

X 

7777 J 

800 

3 

43 

68 

24 

54 

to 

R. Aece 

140 

17. 

22 

24 

6 

3 

5 

71561 

160 

1 86 

13 

56 

10 

U 

Sen 

TO 

6106 

11 

1 

26 

4 

TO) 

ao 

1 

4 

56 

6 

7 

B6 

THF 

260 

9 

a 

a 

16 

76 

12 

1*2671 

290 

1 

u 

17 

14 

U 

22 

Den Oil 

700 

37 

45 

57 

- 1 

a 

a 

7734) 

OO 

3 

» 

33 

20 

49 

54 

158 

140 

ft 

86 

14 

l 

7 

9 

7343 > 

160 

6 

4 

6 

18 

a 

22 

fare toft 

60 

6 

a 

13 

1 

9 

6 

7J65) 

TO 

1 

56 

86 

7 

13 

WsBcone 

650 

22 

9» 

75 

4 

25 

X 

7668) . 

mo 

— 

35 

52 

— 

SO 

to 

Wto 


to 

to 


to 

to 


Seouisn 

Ptor 

100 

13 

17 


36 

56 

_ 

7106) 

110 

7 

U 

•- 

86 

U 

- 


. ewn fmewkxcmm) 

Pa 2375 2425 M2MIB 2626 2675 

CALLS 

to 130 80 37 8 1 .6 6 6 

to 152 109 70 40 21 9 4 16 

to 170 - 99 - 40 - 14 - 

Srp ISO -117 - 61 - 27 - 

flee 317 - 130 -122 -78 - 

to 290 - 230 -172 - 128 - 

PUTS 

to 6 1 6 30. 75 124 174 224 

*» U 18 28 48 78 116 1U 208 

» - « - 86 - 156 - 

25 - 47 - 90 -152 - 


Dec 43 - 69 - 105 - 165 - 

to (6 - 90 - 125 - 


170 - 


FT4 


aw 2351 2440 24582581 MM MW 2181 

oHs : “ 

Jar 160 110 SO 21 '3 h k h 

m mm B8 53 a d ft z 

to 195 152 113 82 . 32 32 10 U 

5® 215 175 138 105 75 54 » 23 

Pat 263 - 190 - 128 - 75 - 

pins ■ i ■ 

S i,! iS • 

J* 9 B a » 64 105 MB »S 
to - 14 22 35. 53 78112153200 

to 20 30 43 62 862X8157^200 

tot 40 - 67 - 111) - 168 - 

•line 24 Teal Contracts 21516 ~ 


537 

4.16 

4JL6 

3.98 


a tosfed 6 Ftow — , 
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1990-9L H DMtfeatf to yMd basetf m pnqxcbs or otter official Btlntfe tor 199L L EsUnfled nretotf 
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Foreasl eeiHfixtf tfhktad. corn to tfi ratta barf aanvecWI er sto iflliM ettots. W to Forsu 
tores. 4 Offered to Mtfn of ordlury Ires a i "rlWH'V t hwtftom. | Hadq pure, n WfeMtow. 9 
UNWetf SWBttle anto t Into a nreedha ntt rawilsiliai Mger ar ufeeore-. pa Pita* a media. 


FT-SE Met Ctlh 4329 Puts 5.461 
Bn FT-SE CA312 Pitfs 265 
ynteiMre.aaf tti artee.' T dated eptryndo 
rnrean tore at toed M oftr prlas. 


13.49 

1235 

12.85 


TRADITIONAL OPTIONS 


topeniM Index 2485.5: 9 an 2477A 10 am 34763; 11 am 2468.1; Noon 24683; 1 pa 24693; 2 pm 2465.4; 2.30 pm 2465.9; 3 pm 24633; 
4 JOpb 24593; £a) BJflamW 419pm tFlatyfeW.HIgteii^n^^datovaliBiude^ttWdBngBarapddlsWIoSaLinto 

ini. a lie nt fh, P 11 M idw* Thi Financial Timet Unnlw On* SMthntRMw IamAmCeioui 


Issues. A list of mnstllaenls babble from the ftMirinTta Financial TIrkl 

FT-ACTUAftlES SHARE INDICES SERVICE lodudes details the hrfonnation ond in the cosstnictHM of Dee 
subscription from FMSTAT. 071-925 2323. 


Nmnber One, Soothwatt Brtdje' London SE1 9HL The 
se fad fees. These are available by 


• First Dealings June 24 

• Last Dealings July 5 

• Last Declarations Sept 2B 

• For settlement Oct 7 

For rate indkxtlona see end of 
London Shore Service 


Calls in Aviva Pat, Burton, Davy 
Corpb, Rnt NstL Hnanca, Next, 
Premier Com. and Tusfcar Re*. 
Puts in Ftexedo, Lep and Barnard 
MstUiavrs. Put and call in Pramler 
Cona. 


NOT CLOSE . . . EXACT 

The FT- Actuaries Share Indices. Service 

FINSTAT, the Financial Time? Statistics Service,- offers a unique ' 
range of electronic information relating to the FT-Actuaries Share Indices. 
Your PC can now access all of the actual statistics used m calculating 
this important series, bringing new accuracy to your analysis.. 

Printed details are also available. . . .O ' ^ 

For further information' contact FINSTAT on Gf71rW5 2323 . 
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PRICES EXCLUDE ROAO TAX. DELIVERY AND NUMBER PLATES. PRICES CORRECT AT TIME OF GOING TO PRESS. 'EXCLUDING SU MODEL, t3-LITHE MODELS ONLY. ’- ~ 





Lady liberty 


Women are gifted in handling liberty. They manage careers as well 

as their personal lives. For them, being free is being true to themselves 

in whatever they choose to do. They also want assurance that tomorrow they can 

continue to enjoy this liberty, and be able to pass it on to those they love. 

A well-managed trust, attentively handled by people who 

can assure its long-term value, is their way of remaining free. 



Groupement des Banquiers Prives Genevois 


If & Ge 118441 16. me de Hollande ■ DAEIER, HENTSCH & Ge 117961 22, roe Be I'Aiquebuse 
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UK COMPANY NEWS 


Photographic side pegs Gestetner 


By David Owen 

A HIGHLY disappointing 
result from photographic dis- 
tribution stalled profits growth 
at Gestetner, which principally 
distributes copiers and other 
office equipment items. 

The London-based company 
yesterday reported interim 
profits of S2L7m (£21.5m) for 
the six months to April 30. 

Turnover - helped by the 
inclusion for a foil period of 
the Nashua office supply 
operations - climbed by 13 per 
cent to £45Llm (£398. lm). 

The figures reassured the 
market, which had expected 
worse, and the shares climbed 
lOp to 168p, recovering some of 
the ground lost in recent 
weeks. 

This was in spite of a 20 per 
cent decline to I0.4p (13p) in 
fully diluted earnings per 
share. The interim dividend is 
lifted to L8p (i.7p) - a gain of 
6 per cent. 

The contribution to trading 
profit from the photographic 


business fell sharply to just 
£l.Sm (£6m) on sales of £79m 
(£93m). 

The group blamed this on 
low discretionary consumer 
spending in its principal mar- 
kets and the dramatic down- 
turn in recreational travel dur- 
ing the Gulf war. 

Mr Basil Sellers, chairman 
and chief executive, admitted 
that the timing in August 1989 
of the purchase of Hanimex, 
the Australian photographic 
equipment distributor, was 
“terrible", but reiterated his 
belief that “strategically it was 
correct." 

Office systems lifted Its 
profit contribution to £31.4m 

(526.7m), although net marg ins 
fell from 9.7 per cent to 8.4 per 
cent 

Net debt almost doubled 
over the six-month period to 
£77m, partly due to overstock- 
ing (which peaked in April) 
and partly to seasonal factors. 

Looking ahead, Mr Sellers 


anticipated a slowdown In con- 
tinental Europe - where Ges- 
tetner derives more than 50 per 
cent of its sales - hut proj- 
ected that second-half profits 
and earnings per share should 
be higher than first-half 
levels. 

“We don't think Europe will 
be an outright recession - 
more a slowdown of growth," 
he said. “We are trying to take 
our costs down before the 
event rather than after.” 

• COMMENT 

With the exception of China, 
where its stencil duplicators 
are still selling like hot fortune 
cookies, this was a poor half- 
year for Gestetner - a fact 
which is now reflected in its 
share price. Profits would have 
been down on a year ago, were 
it not for lower interest pay- 
ments. The 20 per cent reduc- 
tion in earnings per share com- 
pares with the group’s 
year-end forecast of continued 


eps growth, “provided there is 
no significant worsening of 
economic circumstances" Of 
coarse, economic circum- 
stances have deteriorated and 
management can scarcely be 
blamed for not foreseeing the 
conflict in the Gulf which so 
exposed its photographic busi- 
ness. But there are many who 
feel that the company should 
not have been distributing 
cameras in the first place. 
Wholehearted supporters of the 
Hanimex deal are getting 
harder and harder to find. 
There will be those who argue 
that, i»y» gn yftimg at their cur- 
rent level, the shares represent 
good value on a p/e (rf approxi- 
mately 8. This assumes full- 
year profits of £45m or there- 
abouts. More cautious inves- 
tors might prefer to wait for 
confirmation of Mr Sellers' 
forecast that the projected 
downturn in the key European 
market really will not torn 
into “an outright recession.” 


Airtours cuts interim loss and 

from ILG collapse 


sees gams 

By Jane Fuller 

AIRTOURS, the package tour 
company, estimates that it will 
carry 41 per cent more passen- 
gers this year, with the help of 
an influx of bookings after the 
collapse of International Lei- 
sure Group, its bigger rival. 

Mr David Crossland, chair- 
man, said the group was set to 
carry 1.1m people, compared 
with 780,000 last year. He 
thought about 150.000 of the 
additional customers would 
came from ILG, which was the 
UK’s second biggest tour oper- 
ator after Thomson. 

In the six months to March 
31, Airtoors halved its seasonal 
pre-tax loss from £7.95m to 
£3.69m before the £L52m excep- 
tional cost of setting up a five- 
jet airline. This took the pre- 
tax loss to £&21m on turnover 
ahead 37 per cent at £55.45m 
(£40.42m). 

Mr Crossland said the group, 
which does winter sun rather 
than aTriing holidays, carried 27 
per cent more passengers, 
reaching a total of nearly 
250,000. 

Before the Gulf war broke 
out In mid-January, bookings 
for the coming summer were 
double those of the previous 


year. In February, he said, Air- 
tours bookings were 35 per 
cent BhMfi , whereas the mar- 
ket had been 22 per cent down. 

Airtours claims to have dou- 
bled it share of the summer 
holiday market to 13 per cent, 
behind Owners and Thomson. 
In total these three hold more 
than 60 per cent of the market 

But the market is down by 
about 10 per cent on last year’s 
10m holidays. 

The airline was expected to 
recover its non-capital startup 
costs in the second half. Euro- 
sites, the camping holidays 
business, was expected to 
malm a profit after losing 
gim last year. 

In the first hah, the group 
benefited from interest 
received of £Llm (£400.000). It 
raised £15.4m in April via a 
share placing and offer for 
sale, and by last Saturday had 
£75m on deposit 

Losses per share was cut to 
25.34p (3231p). An interim divi- 
dend of 2p (l.5p) is declared. 

• COMMENT 

Airtours’ share price took off 
like one of its jets from the end 
of February, trebling in value 


by mid-May. Apart from reap- 
ing a harvest from ILG’s mis- 
fortune, it has also helped 
itself About £2m was saved by 
reorganising its winter long- 
haul operation, the airline 
start-up came in £lm below 
budget summer bookings 
were strong before the ILG and 
Gulf war distortions. Thanks to 
ILG, Lancashire-based Airtours 
has been able to boost its busi- 
ness out of Gatwlck, making it 
mare of a national company. In 
all the euphoria, it is easy to 
forget the risks of the tour 
business. Mr Crossland reck- 
ons price wars were snuffed 
out in 1989, when Thomson 
took over Horizon. But as his 
company pushes for market 
share, it might upset the bal- 
ance achieved through satia- 
tion on the ILG ptoirlngw it is 
only four years since price 
wars, overcapac i ty, air-traffic- 
control strikes and terrorism 
left Airtours with disappoint- 
ing profits soon after flotation. 
This year, all looks set fair 
with pre-tax profit forecast to 
more than double to £13 .2m. 
This prospective multiple of 
less than 10 stQI looks comfort- 
able. 


WPP shares 
rally as rights 
fears recede 

By Richard Gouriay 

Shares of WPP, the advertising 
and marketing services group, 
rebounded yesterday after the 
company announced it was 
trading within constraints set 
by Its bankers in ApriL 

The shares closed up 8p at 
134p. 

Analysts said the market 
was relieved that a rights issue 
or an immediate refinancing, 
rumours of which sent the 
shares into a spin last week, 
had not materialised. 

While revenue had fallen by 
5 per cent in the first quarter, 
there had been some improve- 
ment qinre then although there 
was no sign of a US upturn in 
the first five months, Mr David 
Ogflvy, fthat l-man, arid at the 
company's annual meeting. 

WPP was continuing to work 
within the limits of covenants 
negotiated with Us bankers in 
April when it agreed terms for 
a $lbn (£612m) restructuring, 
he said. 

Mr Martin Sorrell, WPP's 
rfHaf executive, said the com- 
pany was likely to face an 
interest charge of £40 to £43m 
this year. The hanks have stip- 
ulated that interest should be 
covered by trading profits 
twice over. 


Good properties 
+Good financing 
+ Good management 

= Great Portland 


Financial highlights for the year ended 31 March 1991 


Rental income 

Profit before tax 

Total dividend per share 

Property assets 
Shareholders' funds 


£58.9 million 
£33.8 million 
lO.Op 

£856 million 
£613 million 


+21 per cent 
+ 7 per cent 
+11 per cent 


'In the difficult period through which we are currently passing your company has 
shown not only the financial strength to withstand the immediate problems but 
also the entrepreneurial skills to move on to a broader plain at an opportune time' 

Richard Peskin 

Chairman and Managing Director 


Great 

Portland 

Estates 

PROPERTY INVESTMENT 

AND development 

For a copy of the 1991 Report and Accounts unite to the Secretary, 
Knighton House, 56 Mortimer Street, London WIN 8BD. Phone: 071-580 3040 


Cut in 
Brent 
Walker 
holding 

By Maggie Urry 

BRENT WALKER announced 
yesterday that the hold ing by 
Credit Suisse London Nomi- 
nees had frost 3J57 per 
cent to Z9 per cent, through 
the sale of 360,000 sha res. 

Shares in the leisure g roup, 
which is in negotiations with 
its banks over a financial 
restructuring package, fen 4p 

to 28p. 

It was only last Wednesday 
that the stake was revealed, 
leading to speculation about a 
mystery investor. Credit Sui- 
sse, which Is one of the lead- 
ing banks to Brent Walker, 
said it could not say anything 
about its clients* bus i ness. 

However, the nominee com- 
pany is used by numerous cli- 
ents and the stake could be the 
aggregation of a number of 
di ffer ent inv e s to rs* sharehold- 


ings. Further, until the stake 
went above 8 per cent there 
was no requirement to inform 
the company, so the announce- 
ment did not necessarily mean 
the whole holding had been 
acquired recently. 

Bankers said yesterday that 
the talks with Brent Walker 
were progressing. The com- 
pany was holding meetings 
with lenders to the William 
HITI hnnlnniiktng 1 chain. Tjifltw 

of £350m to William Hill are 
considered separate from 
Brent Walker’s £970m debt 

Today sees a special meeting 
of shareholders to approve an 
increase In the group's bor- 
rowing powers to £2bn, and to 
consider the fall in Its net 
assets to less than half the 
called up share capital of 
Em&n. 

The group’s borrowing limit 
Is set at twice its capital and 
reserves. It stood at £1.71bn on 
the basis of the balance sheet 
at December 31 1989, but once 
the 1990 balance sheet is 
audited the limit will fell 
sharply causing a breach of its 
articles of association. 

An imandfted balance sheet 
published with the prelimi- 
nary results showed share- 
holders* funds at £139m, while 
the group’s net bank borrow- 
ings were £l.2bn and another 
£lOL9m was owed through the 
convertible capital bond. 

The new borrowing power 
would last until September 30, 
by which time the group 
expects to have imp l emente d 
the r es tr uc t uring plan. 

Awntlmr «pwd»l meeting will 
take place next week to con- 
sider the removal from the 
board of Mr George Walker, 
former chairman and chief 
executive, Mr John Heming- 
way, a non-executive director, 
and Mrs Jean Walker, for- 
merly head of the hotels and 
leisure division. 

All three have been stripped 
of executive responsibilities 
but tiie removal of Mr Walker 
and Mr Hemingway from the 
board is a condition of the 
financial restructuring. The 
Brent Walker board “feds it is 
also desirable that Mrs Walker 
be asked to resign from the 
board”. All three have 
Imposed conditions on their 
resignations “which are unac- 
ceptable to the company*' the 
board said. 

Mr and Mrs Walker are con- 
sidering legal action against 
company, and Mr Walker 
Is also contemplating suing 
the group’s banks. 


Looking for an eventual gain 
from the Hill 



Will TSB stay in the black, asks David Lascelles 


T he trustee 

Bank will become 
latest UK bank to bare 
the scars of recession on 
Thursday; Its share price shed 
another 231 yesterday on a wel- 
ter of news reports suggesting 
that it might even, announce a 
loss in its interim results that 
day. 

The group, which was priva- 
tised in 1986, has consistently 
disappointed its shareholders 
with mediocre results and 
costly, ill-judged acquisitions. 
But whether or not it actually 
plunges into loss, these results 
are likely to be the worst yet 
The problem lies in HH1 Sam- 
uel, the merchant bank It 
acquired for £777tn in 1987, and 
through which it is now trying 
to build up a business lending 
to the corporate sector - an' 
area new to the TSB. ESQ Sam- 
uel has borne the brunt of the 
UK recession, and Us bad debts 
are at record levels. In particu- 
lar it has an exposure of some 
£130m to Brent Walker, the 
property and leisure group 
which Is now in refinancing 
talks with its bankers, and to 
which H£Q Samuel is merchant 

ha Tilting adviser. 

Last year, HIT! Samuel made 
a loss of £40m. 

In March, Sir Nicholas 
Goodie on, TSB chairman, 
replaced the chief executive 
and set in motion the depar- 
ture of 16 directors. A few days 
later he warned shareholders 
that the interim results “will 
be substantially worse than for 
the first half of last year”. 

The new HOI Samuel man- 
agement under Mr Hugh Freed- 
berg launched a review which 
will almost certainly prompt 
an even higher level of bad 


TSB 


1 relative to the 

Sector. 


“ 
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debt provisions so as to 
the slate clean and give 
bank a fresh start These will 
include provisions of as much 
as £7Qm for Brent Walker. The 
e yuct amount, to be approved 
by the board tomorrow, will be 
the balancing item which 
determines whether or not TSB 
goes into red. 

Mr Michael Lever, an analyst 
at Smith New Court, expects a 
loss, but Mr Julian Robins of 
Barclays de Zoete Wedd says: 
“I shall be very disappointed if 
they are not in profit” (In last 
year’s first half the group 
made n75m before tax). 

The other big determining 
factor will be how well the rest 
of tiie group has done. ~ 

Last year, the high-street 
banking side and the group 
which sells insurance and 
investment services raised 
their profits by 40 and 33 per 
cent respectively, and the indi- 
cations are that this trend con- 
tinued into the latest six 
months, th o ugh perhaps not as 
strongly. 


Under Mr Don McCrickard, 

' group chief executive, and Mr 
Peter BHwood. head of UK 
banking, the TSB has teen 
waging a tough battle against 
costs, and is m the process of 
axing 5,000 of its 25,000 retail, 
banking staff. TSB executives 
argue that this side at the rank 
is making progress and should 
pull the, whole gro up ah ead 
once the economy recovers. 

However, analysts -will he 
looking for evidence that HQZ 
Samuel's difficulties are really 
under control Although the 
TSB’s calendar first half to 
end-Aprfi coincided with what 
was likely to be the nadir of 
the recession, bad debts trad to 
pile up long after the recovery 
has got under way, and' this 
week's dean-rat may not be 
the last As much as 30 per 
cent of HOI Samuel's loans are 
In the vulnerable property 
area, and this could still spring 
some nasty shocks. 

If there is a surprise In the 
way the stock market has 
reacted to the TSB's unfolding 
woes, it is that the group's 
shares have not fared 'any 
worse. 

Despite the recent slide to 
I42p, they are still above their 
52-week low of I24p. This 
partly reflects the feet that 
TSB’s overriding strength is in 
its capital position. The privati- 
sation endowed it with £lbn of 
napitfli of which enough is left 
despite bad acquisitions, to 
avert any need for a rights 
issue.. 

Also, later this year the Emit 
on any single stake in the 
group will be raised from 5 to 
15 per cent and possibly even 
higher, increasing its exposure 
to outside interest. 


Thames TV chief waives bonus 


By Raymond S noddy 

MR RICHARD Dunn, chief 
executive of Thames Televi- 
sion, has derided against tak- 
ing a special £275JH0 bonus he 
Is entitled to if Thames retains 
its commercial television fran- 
chise in October. 

He hag sent his chftirmfln 
Lord Brabome, a legally bind- 
ing document giving up rights 
to the payment. 

Mr Dunn has not been influ- 
enced by the current fashion 
among some captains of strug- 
gling companies to have their 
pay cut He has been trying to 
give the money away all year 
without any success. 

The bonus plan for top 
Thames executives was part of 
the offer document when 
Thom EMI bought the shares 
of BET, the company’s other 
main shareholder, and could 
not easily be varied. 

In the run-up to the bids for 
ITV competitive tenders four 
top executives at Thames were 


offered “golden-handcuffs" by 
the company’s remuneration 
committee to keep them in 
place, and a further 86 were 
offered single bonuses if they 
retained the franchise. 

Mr Dunn was given a 
£150,000 si g nin g 0 n fee for- a 
new three-year contract at 
£175,000 a year - he was 
offered £200,000 but asked to 
have less. . 

The second payment of 
£275JM0 would have been due 
within one mouth of Thames 
being awarded a new Channel 
3 broadcasting licence. 

■ He says his reasons for pass- 
ing op his banns were entirely 
personal. He would have pre- 
ferred to take part in an 
employee share ownership 
plan to cash bonuses and 
had been lobbying for 


such a s cheme since 1989. - 

Once Thom and BET 
decided to sell their shares in 
Thames they frit , unable to 
support such a scheme. Mr 
Dunn, as a key person in decid- 
ing the Thames bid, was also 
uneasy that he might benefit 
so directly from the size of hid 
chosen. ■ ■ 

As well . as giving up his 
chances of. the £275,000 Mr 
Dunn has also waived his con- 
tractual right to have his 
£175,000 salary increased in 
line with the retail price index 
from the start of this year. 

He already has options cm 
more than 140,000 Thames 
shares at 90p and a further 
28,000 at 190p.If any employee 
share ownership scheme were 
to be introduced Mr Dunn 
would also participate. 


DIVIDENDS ANNOUNCED 


TT has over 30% of 
Magnetic Materials 

TT GROUP, the industrial 
holding company bidding 
£9 5m far Magnetic Materials 
Group, now controls more than 
30 per cent of its target. 

Its final cash offer of 64p per 
share, or 4-for-lQ shares, has 
become ma n datory. The next 
dosing date is July 5 but the 
offer period can run for 10 days 
after that 




Current 

payment 

Date of 
payment 

Correa - 
ponding 
dividend 

Total 

tor 

year 

Total 

last 

year 

Aktoure ........ 

_ Int 

2t 

July 29 

1.5 

_ 

8J25 

ABM 

— fln 

3-3 

July -27 

3.2 

4.9 

48 

Ambar Industrial.. 

— fin 

12 

Aug 12 

11.8 

16.5 

18 

Cont Stationery _ 

—Bn 

2.8 

Aug 5 

2.8 

4 

4 

Durham (DG) § — 

— fin 

m 

Sept 4 

1 

2 

2 

Etonbroofc Prop* — fin 

2.75 

Aug 2 

nil 

2.75 

nil 

Hatcher King 

—fin 

0.5 

Oct 1 

4.7 

2J3 

9 

Geatotnar 

—Int 

1.8 

Aug 29 

1.7 

- 

8.1 

HadMgb bids § fin 

4.3t 

Sept 2 

4 

B.5 

6 

Polar 

—Int 

2 

Aug 8 

2 

- 

4.5 

Tax 

—fin 

nil 

- 

7jS 

mi 

10.5 


Dividends shown pence per share net except where otherwise stated. 
•Equivalent after allowing tor scrip issue. tOn capital Increased by 
rights and/or acquisition Issues. §USM stock. V Scrip alternative. 


ANA HOTELS AND 
RESORTS (USA), Inc. 

US$50,000,000 
Guaranteed Notes due 1999 

Coopor Rate Tor the six month period 
2 1 it June. 1991 to but excluding 23rd 
December, 1991 will be 6.9875%. 
Coupon Amount US58577.00 Pay- 
ment Dote 23rd December, 1991. 

By: Mitsui Taiyo Kobe Trust 
International Limited 
1 Agent Bank) 


AN SETT AIRCRAFT 
FINANCE LTD 

USD185MHH0fi 
Resting Rats Notes due 2001 

Notice is hereby given that the rats of 
interest tor the period from June 25th, 
IflSi to September 24th, 1091 has been 
fixed at 6.3625 per cent The coupon 
amount due for this period Is USD 
100.83 per USD 10,000 denomtrtSbon 
and USD 804.1 6 par USD SO ,000 and la 
payable on the Interest payment date 
September 24th, 1991. 

Tin Hscal Agent 
Nationals da Paris 
l)S JL 


This advertisement fa issued in compliance with die regulations of the Courted of The International 
Stock Exchange of the United Kingdom and the Republic of Ireland Limited ("The International Stock. 
Exchange"). It does not constitute an invitation to any person to subscribe tor or purchase any securities. 
Application has been made for the issued Ordinary Shares of 7p each ("Ordinary Shares") of Welpac 
pic to be admitted to the Official List It is expected that such admission wifl become effective and 
that dealings will commence in the Ordinary Shares on 25th June, 1991 . 

WELPAC pic 

(Incorporated in England Registered No. 84787) 

Introduction to the Official List 

of 52,495,1 50 Ordinary Shares 


Authorised 

£ 

4,900,000 


SHARE CAPITAL 

Issued 
£ 

Ordinary Shares of 7p each 3.074,660 

The principal activity of the Group is the supply of pre-packed hardware, manufacture and supply of 
lighting equipment 

Listing particulars relating to the Company have been approved as required by the fisting rides made 
under section 142 of the Financial Services Act 1986. Copies of these listing particiiare are included 
hi the Companies fiche Service of The Stock Exchange and these listing particulars may be obtained, 
by collection wily, during normal business hours, from the Company Announcements Office. The 
Stock Exchange, 46-50 Finsbury Square. London EC2 up to 9th July. T991 and up to and mdudina 
9th Jriy, 1991 from: . . 

Welpac pic Smith New Court Corporate Finance Ltd . 

43 Thames Road PO Boor 293 

Smith New Court-House 

irffViun ■ 20 Farringdon Road 

IG110HQ London EC1M3NH 

25th June, 1991' 


P.T. Inti Indorayon Utama 
U^. $60,000,000 
7% Convertible Bonds due 2006 
Notice b hereby given pursuant no Condition 6(e) of the above- 
mentioned bonds (the “Bends”) chat, at an Annual General Meeting of 
F.T. Inti Indorayon U r a ro a (the "Issuer”) held on 1st April 1991, a bonus 
issue of sham, of the Issuer, on foe basil of I new share tor every 2 shares 

held, was approved by shareholders. 

Accordingly, foe Conversion price has been adjusted with effect from 13 ch 
May, 1991 to Rp 5,500 per share. 

Principal Paying, Transfer 
and Conversion Agent 


B Bankers Trust 

Company, London 

25 th June, 1991 



TELEPHO NE! 071-828 7233 
Tf3iT£oa 




AFIH> MEMBER 

rarSTREET — 

June 2932/2944 -34 


T June 2450/2460 -27 

Sept 2491/2501 -28 1 Sept 2940/2952 -26 
5pm Prices. Change fionr previous 9pm dose 

HOW WELL DID ywjjudge the market? 


CAL INVESTMENTS LIMITED : 

MMCT ncnwi m wig a iepi’niurownCTenruunia • 

INVESTMENT MANAGEMENT IN FOREIGN EXCHANGE 
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Scots exploit crack in chemist’s business 

Jane Fuller on the somewhat unlikely bid from Grampian Holdings for Macarthy 


D OBIT QUOTE me,* said 
one . analyst, “bat 
Macarthy has been one 
of our most favoured bid 
stocks for some time." " 

Any surprise at the battle 
developing for the pharmaceu- 
ticals retailer, manufacturer 
anil one time wholesaler 
been reserved for the identity 
of the bidder- - a. Scottish 
mini-conglomerate called 
Grampian Holdings, rather 
than rate of Macarthy's rivals, 
such as AAH or UniChem. 

Macartoy’s newish manage- 
ment has attracted some sym- 
pathy fur Us argument that it 
has taken action to sort out the 
group's, problems but needs 
time to see the measures bear 
fruit Totally unsurprisingly, it 
is describing Grampian's all- 
paper bid - valuing it at about 
£57m - as "opportunistic". 

At first sight, the only dear 
overlap between the businesses 
is In animal a tdldiMg, which 
accounted. for less than 10 per 
cent of Macarthy's continuing 
businesses last year. In retail- 
ing, Grampian has tourist; 
woollen mill shops while 
Macarthy has high-street 
chemists, Including the Savory 
& Moots «4«*hi 
As a conglomerate, however, 
Grampian stresses its manag e, 
meat record rather than trad- 
ing synergies. It also has a per- 
sonal card to play because two 
of its executives once ran a . 
pharmacy chain that - now' 
forms part of Macarthy. 

Grampian has never made a. 
hostile bid nor taken on a 
quoted company. Typically, it 
has paid up to £5m to add to its 
animal . pfannaaceuticiis, retail- 
ing or sports goods divisions. 
The fourth leg, transport, has 
been run for cash. 

Mr Bill Hughes, c hair man 
and chief executive, says that 


seducing target companies has 
not proved au that difficult in 
the past 

The group’s previous biggest 
deal was Robert Young, an ani- 
mal medicines company priced 
at £J5m and equivalent - m 
1987 - to 35 per cent of Gramp- 
ian’s ' afaw , Macarthv’s market 
value is about half of Gramp- 
ian’s current £223m. - 

Mr David McGibbon, finamiy 
director, says the boldest man- 
agement step was to buy Pat- 
rick, a French sports goods 
company, from the receiver, 
three years ago. "We could do 
nothing- major until Patrick 
was on the road to recovery.” 

This was confirmed in the 
1990 results, which showed an 
8 per cent advance fn group 
pre-tax profits to £13.1m on 
sales of £i40.lm. Grampian's 
share mice, which had come 
doem .from a frothy 232p in 
May 1989, had bounced back 
from little more than lOOp late 
last year to I83p on the eve of 
the bid. A paper hid on the 
back of share' strength made 
sense as year-end gearing of 45 
per cent limited its cash reach. 

Macarthy, on the other hand, 
bad seen a much, more modest 
recovery from a low of 124p in 
January this year. Just before 
die bid, it was trading at I68p. 
Last night it dosed at 229p. 

The reasons for Macarthy’s 
vulnerability start with its 
poor profit record. Last year’s 
pre-tax figure of £4^m, on sales 
of £330m. was the same as that 
for 1980-81. Even the record 
£6 -5m in 1988-89 could not pre- 
vent a reduction in sharehold- 
ers’ funds because of extraordi- 
nary costs. The group has 
dipped into reserves in each of 
the last three years to help pay 
the dividend. 

Earnings have disappointed 
since 1987-88, when the number 
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Bill Hughes (left) and David McGibbon: personal card 


of shares in issue was doubled 
to fund the £42. 8m purchase of 
the Drummond Pharmacy 
Group from Guinness. That 
acquisition sewed the seeds of 
Grampian’s bid because Mr 
Hughes built up the r-hain from 
1966 to 1978. 

After the Drummond pur- 
chase, retailing became the 
biggest contributor to Macar- 
thy’s operating profit, with 
£5.2m in 1988-89 and about 
£4-7m Iast year. But Mr Ian 
Parsons, chief executive and 
former head of the retail opera- 
tion. fliaimn the attention of 
the previous chairman and 
chief executive, Mr Nicholas 
Ward, was focused elsewhere. 

Mr Ward, now managing 
director of Brent Walker, toe 
leisure group, had been 
brought to Macarthy by dis- 
gruntled institutional share- 
holders in 1986. He effected an 
recovery and built up 
the retail operation. 

But in 1988 and 1969, the 


struggle to defend market 
share in pharmaceuticals 
wholesaling led to an unsuc- 
cessful bid for UniChem and 
then wrangles over UniChem’s 
share incentive schemes. 

Mr Ward resigned in July 
1989 and sued Macarthy for 
damages. So far £140,000 net 
has been paid to him. He 
describes criticisms made of 
him by the present manage- 
ment as “defence document 
stuff*. 

Mr Parsons emerged as one 
of a “gang of four” managers 
challenging group strategy. 
During the UniChem he 
says retailing was deprived of 
investment, problems mounted 
in the factories and veterinary 
wholesaling fell into losses. 

Action fra* rnrhiHtxi rational- 
ising manufacturing and the 
sale last August of the low- 
margin pharmaceuticals whole- 
saling business for £X9m, bring- 
ing gearing down from 100 to 
50 percent 


The 1989-90 accounts show 
contouring businesses making 
£7.1m (£&9m) operating profit 
on sales of £i95^m (£186 8m). 
Mr Parsons’ case is that Macar- 
thy is ready to go forward from 
that base. 

One nagging doubt however, 
is that even an improved pre- 
tax profit approaching £5m thin 
year would be soaked up by 
the dividend payment Already 
debt is about 215m, rather than 
toe off-peak £iten reported last 
September, following some 
shop refurbishments. 

Grampian, which is forecast 
to increase pre-tax profit to 
£14X0. thin year ~ more than 
nine times the 1983 level - 
says it is generating enough 
cash to do more. 

The outcome will obviously 
depend on price. The market 
has put Macarthy’s shares at a 
10 per cent premium to the 
offer. Some cash may have 
to be put on the table. 

In valuing toe group, the big- 
gest element is the 180 chemist 
shops. If the price Lloyds paid 
in April for Kings wood is 
applied, Savory & Moore alone 
is worth £5im, before deduct- 
ing debt, although Grampian 
argues that the state of the 
shops is not comparable. Other 
parts of the business Include a 
laige store in central London 
and 30 healtofood shops as well 
as specialist distribution, man- 
ufacturing and veterinary. 

If Marart-hy holds off Gramp- 
ian its management may still 
not be allowed time to build its 
own track record. It would be 
no surprise to find either a 
white icni ght or ano the r unwel- 
come bidder entering toe fray. 
• The Office of Fair Trading 
anivHinrwi yesterday that the 
bid would not be referred to 
the Monopolies and Mergers 
Commission. 


Kleinwort 
Benson 
launches 
new trust 

By Philip Coggan, 

Personal Finance Editor 

KLEINWORT BENSON is 
launching its first new invest 
meat trust for 60 years - a 
spilt capital trust called Klein- 
wort High Income. 

This type of trust has 
become very popular with pri- 
vate investors over the past 
year or so. 

The new trust is aiming to 
raise a minimum of £17-5m via 
an offer for subscription spon- 
sored by Cazenove, the stock- 
broker. Applications will close 
on July 24 and dealings start 
on August i. 

Two classes of shares are on 
offer: ordinary and zero prefer- 
ence. The former wiD receive 
all the Income from the trust, 
and wto pay dividends quar- 
terly, with a planned initial 
yield of 10 per cent The trust’s 
assets will need to grow at 
6^5 per cent per annum over 
its seven year fife for toe ordi- 
nary shares to be redeemed at 
their issue price of 100p. 

The zero dividend prefence 
shares will be issued at loop 
and win be repaid, at 20fL2p 
per share when the trust is 
wound up in 1998. This is 
equivalent to a compound 
yield of 11 per cent per 

arniirm 

The trust’s portfolio will be 
invested primarily in UK 
quoted companigg and run on 
similar lines to toe Merchants 
Trust, also managed by Klein- 
wort Benson. Merchants is sec- 
ond (ont of six) In the UK 
income growth sector over five 
years and fourth (out of five) 
over 10 years, according to 
SficropaL 


Housebuilding lifts Allen to £5.25m 


By Mtehlyo Nakamoto 

A FIRM rise in housebuilding 
income helped Allen, the 
north-west based contractor, 
plant hirer, housebuilder unrf 
p r o p erty developer, lift pretax 
profits by 8 per rent, from 
£4-65m to £S-Sm, in toe year to 
March 31. 

The group achieved this 
result on turnover ahead from 
£81 94m to £67.45m, ami in an 
increasingly harsh climate of 
high interest rates and falling 
business activity. 

However, Mr Donald Green- 
halgh, chairman and managing 
director, warned that, the group 


Hardy Oil 
doubles 
to £ 10m 

AS PREDICTED by the 
directors at the time of a 
£27.6m rights issue last April, 
after-tax profits of Hardy Oil & 
Gas rose to £L0,l4m for the 
year to March 31. 

That compared with £5u05m 
previously and was struck 
after taking account of a swing 
from interest income of £1.43m 
to charges of £2-1 4m, other 
costs of El. 21m (income 
£255.000) and a tax audit of 
£3 98m (nil). 

Turnover improved to 
£39.35m (£26.1 1m) and earn- 
ings, prior to extraordinary 
items, emerged at I6.7p (io.2p). 

The company, demerged 
from Trafalgar House in 1988, 
has yet to pay a dividend but 
directors hope to recommend 
on initial dividend in respect of 
the current year. 

£lm decline at 
Coot Stationery 

Termination of the cellular 
telephone business and losses 
of £300.000 in Proataprlnt Inter- 
national hit Continuous Statio- 


raight not be able to maintain 
its record of profits growth this 
year. 

“Nothing tragic is going to 
happen but it’s going to be 
tougher this year because of 
falling marg ins In the contract- 
ing side,’* he said. 

Allen's base in the north, 
where toe economy has been 
relatively resilient, and its 
emphasis an the lower end of 
the housing market shielded it 
to a degree from the impact of 
the recession- • 

The strongest rise came in 
housebuilding with turnover 


nery in too year ended March 
29 1991. 

They outweighed improved 
operating figures in business 
forms and the UK Prmxtaprint 
franchise, and led to a reduc- 
tion in pretax profit from 
22.3m to £l-2fim. Turnover 
dropped t o £l7-2Lm (£2L63mX 

Mr BHl Eastwood, chairman, 
said toe flerfinp in profits seen 
in the second half had been 
halted, but as yet there had 
been no significant increase in 
the level of activity. 

The final dividend is a gain 
1 Kp for unchanged total of 
4p. Earnings fell to 5.13p 
<&-8SP). 

Extraordinary costs of 
£478,000 included £300.000 os 
Closure of the last business 
forms manufacturing plant in 
Nottingham . The group is oper- 
ating on a distribution baste. 

Polar warns of 
current year setback 

Polar, a distributor of electrical 
components, is expecting tax- 
able profits to drop to about 
the gtm mark for the current 
year to September 30. 

In the opening six months, 
profits fell from £601,000 to 
£482000, and the second half 
result was expected to be simi- 
lar, said Mr Keith CaraeUey. 
chairman. In the previous year 


advancing by 48 per cent to 
£ia85m and operating profits 
by 49 per cent to P 

Plant hire reported a 21 per 
emit rise in turnover to £8-47m 
and operating profits were up 
16 per cent at £1.87m. That was 
despite pressure on margins 
and farther bad drills. 

Property development and 
investment saw turnover 
increase by 37 per cent to 
£19m with operating profits 
more than doubled at £754,000. 

Allen's one disappointment 
was its contracting business, 
where turnover slipped 5 per 


cent to £40.24m, and operating 
profits dropped 24 per cent to 
£l37m as margins fefi. 

Mr Greenhalgh could not be 
optimistic for that sector but 
said all contracts had been 
budgeted to make a profit 

Group borrowings were 
£4 -2m against net assets of 
£16L6m, giving gearing of 25 per 
cent Interest cover was 6.5 

times. 

Earnings per share Increased 
to I5.47P (15.42p) and a 'final 
dividend of 3^Jp (32p) is recom- 
mended, making 4£p (4-Sp) for 
the year. 


IoM Steam bill rejected 


NEWS DIGEST 


the group made £I-32m. 

He said the group bad been 
developing the base of its busi- 
ness. R received a first fall con- 
tribution from Hawke Compo- 
nents, which specialises in the 
design of components to cus- 
tomers' own specifications, and 
the Texas Instruments' fran- 
chise acquired last year was 
developing welL The group had 
also won the franchise to dis- 
tribute Inmos products. 

Sales in the half year 
totalled £7.7m (£6. 76m). Earn- 
ings were 4p (4-9p) and the 
interim dividend is held at 2p. 

Hadleigh’s progress 
checked by recession 

Progress at Hadleigh Indus- 
tries since it joined the USM In 
1989 has been interrupted by a 
slide in pre-tax profits to 
£1.8lm in the year to Matrix 3L 

The fall from 22.04m was 
struck on turnover up £8.78m 
at £3&43m. Mr Tony Cooksoo, 
chairman of tot* industrial 
holdings company, blamed 
high interest rates and the 
recession for trading condi- 
tions which made the period a 
/Hffitenit ppp in which to main- 
tain Hadleigh’s historic growth 
record for sales and profits in 
the core engineering business. 

Operating profits were ahead 
at £224m (22.1m), but net inter- 


est payable vaulted to £428,000 
(£67,000). Earnings slipped to 

a (20.7p) and the final divi- 
1 s lifted to a proposed 43p 
for a total of 6£p (6p). 

Sharp fall to £0.5m 
at Fletcher King 

In a “disappointing” set of 
results, Fletcher King reported 
a sharp reduction in pre-tax 
profits from £2. 12m to £525,000 
in toe year to April 30. 

Mr David Fletcher, nhahman 
of fhia commercial estate agent 
and surveyor, said the results 
reflected the property market’s 
slow-down as high interest 
rates bit into the economy and 
reduced business confidence. 

Turnover fell to £7. 05m 
(£9.17m) and earnings to 4p 
(15.6p) per share. The board 
proposed a final dividend cut 
to 05p (4.7p) to make a total of 
2^p (9p). This is covered L7 
times, the same as last year. 

Tex Holdings dives 
to £522,000 loss 

Tex Holdings, a manufacturer 
of piling equipment, plastics, 
boards and panels and system 
building, followed the con- 
struction industry downturn 
with a dive from a £L73m pre- 
tax profit to a loss of £522,000 


THE MANX government’s 
proposal to restrict sharehold- 
ings in toe Isle of Man Steam 
Packet Company to 15 per cent 
has been rejected by that gov- 
ernment’s select committee, 
whose report was published 
last week, writes Sue Stuart 
Last summer’s hostile bid for 
the company by Sea Contain- 
ers created anxiety in fixe T R V 
of Man. This resulted in an 
emergency sitting of the 
Island’s parliament in July 
which put up a bill to limit 
holdings in IoM Steam retro- 
spectively from May 31 199a 
Before toe bill's final read- 
ing, a select committee was 


for the year ended March 3L 
No dividend is declared for 
toe year (10.5p) and losses per 
share stood at 5p (19. 6p earn- 
ings). 

Turnover reached £i8J3m 
(£17.42m). Following disposals 
as part of a cost-cutting pro- 
gramme, assets per share 
decreased from 117p to loop at 
the end of the period. 

Old St sale boosts 
Etonbrook result 

Etonbrook Properties turned 
from a loss of £1.74m to a pre- 
tax profit, after exceptional 
charges, of £L63m in toe year 
ended March 3L 
Mr Jonathan Harris, chair- 
man, explained that the turn- 
round stemmed from the sale 
of toe development in Old 
Street, London, for a net profit 
in excess of £2-5m_ 

Exeentional costs tote time 
of £l.45m (£1.6Sm) included 
£L32m written down on stock 
of properties because of the 
general fell in property prices. 

Mr Harris said development 
of the Croydon site had been 
deferred. Therefore, the group 
was free from debt, had sur- 
plus cash deposits, and a posi- 
tive cash flow from rental 
income and interest receivable. 

Earnings per share were 
34J2p (losses 40.7p) basic and 
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Queens Moat Houses P.L.C* 

(Registered in England No. 416937) 



MMH.*** 


RIGHTS ISSUE OF 187,991^74 NEW 7.5 PER CENT. (NET) 

CONVERTIBLE CUMULATIVE REDEEMABLE PREFERENCE SHARES OF £1 EACH AT PAR 

Queens Mom Houses PJL.C. is the bofcfing company of* group of companies which carries on the business 
otboceScrc, rcoauratevrs and caterers in the United Kingdom, Germany, Holland, Belgium, France and 
Switzerland. . 

AjMdicadv fcjs been made to ibr Council of The Stock Exchange for the new Convertible Preference 
Shares in be w the Official List. It is expected that finch admission wdl become effective and 

dtalings in lie new CoavertWe Preference Shares, nil paid, will commence today. 

The fisting paroadare relating to the Company and ihe new Convertible Preference Shares are included in 
Ae Companies Fiche Service available from The Stock Exchange and may be obtained during business 
bouts (Saturdays excepted) op to and includ in g 27th lime, 1991 from ihe Company Announcements 
Office of The Stock Exchange. 46-50 funfiuiy Square, London EC2A I0D and up to and including 9th 
Jufy.imfaxa: 
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Notice of Earfy Redemption 
To the Holders of 

ROYAL BANK OF CANADA 

Yen 8^)00,000,000 

bfikket-Linked Rooting Rate Notes due 1992 

(the “Notes") 

NOTICE E HEREBY OVEN tftat In accordance with Comfition 6(B) of 
the Terms and Conditions Royal Bank of Canada has elected to 
redeem all of the outstanding Notes at their principal amount on the 
next interest payment date of 28th Juty, 1991 at the specified office of 
any of the Paying Agents listed below against presentation and 
surrender of the Notes. 

RAYING AGENTS 

Royal Bankaf Canada RsnqueG&n&aladu Luxembourg SJL 

71 &jeen Victoria Street 14RuaAidringen 

London EC4V40E 2951 Luxambourg 

Dated at London this 2Sth day of June, 1991. 

ROYAL BANK 
OF CANADA 
PRINCIPAL PAYING AGENT 



UmaaKf CmM KoMraa N-V. 


The Annual Report as of 3 1st December, 1990 and riwQtaiteriy Report as of 
3 lit Matrix 1991 have been publahcdand any beoteawdfiogc 
Piwsoo.HeWring&PiKSOQN.V. 
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appointed to mrnming all impli- 
cations for the island. Sea Con- 
tainers withdrew its offer. 

While in doubt of the inter- 
national legality of such legis- 
lation and of its effect on confi- 
dence in the Island’s expanding 
finance sectors, the committee 
is aware of a need for the Man* 
government to maintain some 
control over toe island’s ship- 
ping line. 

It recommends obtaining 
ownership of the linkspans 
(berthing points) and negotia- 
tion of an exclusive u ser a gree- 
xnent, to ensure adequate ser- 
vices, that includes a "golden 
share" provision. 


30.8p (losses 37.8p) fully 
diluted. The recommended div- 
idend is 2.75p (nil). 

Amber Industrial 
5% higher at £2.4m 

Profits of Amber Industrial 
Holdings, toe speciality chemi- 
cals company 75 per cent- 
owned by Caledonia Invest- 
ments, rose from £2 .28m to 
£2.4m pre-tax for the year to 
end-March. 

The 5 per cent advance was 
helped by a rise in net interest 
income to £619.000 (£389,000) 
and full year contributions 
from ServoChem and Formal 
Rlenriing . 

Turnover improved to 
£1 4.94m (£13.1 1m). Earnings 
dipped to 3&3p (39.6p) but the 
dividend for the year is 
increased to 16£p (16p) via a 

proposed final of 12p. 

Reed loti chiefs 
salary maintained 

The salary of Mr Peter Davis, 
chairman and chief executive 
of Reed International, toe pub- 
lishing group, ha* been held at 
more than £300,000 despite 
"disappointing" results last 
year. 

Reed's annual report showed 
that last year Mr Davis was 
paid a total of £307,574 as chief 
executive. This year his salary 
is £310,569 although he is now 
also chairman. 

Earlier this month Reed 
announced a 27 per cent 
decline to £222m in pre-tax 
profits because of the advertis- 
ing recession, the effects of the 
Gulf war «nri a weaker dollar. 

In the annual report Mr 
Davis warned that the com- 
pany had started the new 
financial year with many of its 
markets at a more depressed 
level than they were this time 
last year. 

DG Durham falls 
30% to £0.77m 

Difficult trading in the US and 
toe reduction in travel result- 
ing from the Gulf war left 1990 
pre-tax profits at DG Durham 
Group, the USM-quoted insur- 
ance broker, 30 per cent lower 
at £765,000, compared with 
fi-lm. 

Mr Richard Read, chairman, 
said that travel had now 
picked up and H was hoped toe 
earlier profit fall would be 
recovered later tins year. How- 
ever, the outlook was still not 
as good as he would like. 

Turnover was £9.23m 
(£3.09m) and earnings came out 
at 4p (5.2p). An unchanged 
final dividend of ip is proposed 
for a maintained total of 2p. 


Capital & Counties 
tries again to sell 
off Australian stake 


By Marie Westfield in Sydney 

CAPITAL & COUNTIES, the 
UK property group, has 
decided to try to sell its 
controlling stoke in Australia’s 
Capcount Property Trust to 
Burwill Holdings, the Hong 
Kong-based steel and minerals 
trading house. 

Last month Capital & Coun- 
ties was denied approval by 
unit holders when it sought to 
sell the 53-7 per cent holding to 
BurwilL 

This time, it has proposed a 
variation of the Savoy clause 
to dispose of the stake. 

Last night, it announced to 
the Australian Stock Exchange 
that it was negotiating to seQ 
Burwill a 199 per coat holding 
- the n> ^Yiw>nm permitted 
under the trust deed — at 77 
cents a unit, or a total of 
A$4&4m <£2L8m). 

Capital & Counties plans 
then to make a non-renouncea- 
ble offer to sell its remaining 
83£ per cent on a l-for-2 basis 
to minorities at the same 
price. 

Burwill plans to take up its 
entitlement which wonld 
increase its bolding to about 27 
per cent By sub-underwriting 
the offer (with Burrows, the 
stockbroker, being the primary 
underwriter), Burwill hopes to 
secure between 40 and 50.1 per 
cent of the trust. 

The purchase will cost Bur- 
will between A$72m (for 40 per 
cent) and A$90m (5&1 per cent) 
plus another A$8m for the 
management company. Cap- 
count Mtmagmiwnt 

After going ex-distribution of 
2 cents a unit yesterday, Cap- 
count shares fed. 2 cents to 67 
cents, ffapftaffofng the trust at 
A$l56m. 

Capital & Counties is not 
ecting to be rushed at toe 
r price because investors 


can buy the stock 10 cents 
cheaper in the market 

Unit holders can take up 
their entitlement at 77 cents a 
unit, or let the offer lapse. The 
underwriters would then pick 
up toe rejected, units. 

Capcount has a net asset 
backing of 98 cents hut, like 
most fisted property trusts, is 
trading at a discount during 
the property recession. 

Capital & Counties’ offer will 
be uon-renounceablc. a device 
to prevent unit holders selling 
their rights to a potential 
greenmailer. 

A group of institutional bidd- 
ers, including the National 
Mutual life Group, NRMA and 
Growth Equities Mutual, 
helped to defeat Capital & 
Counties' plan to make a clean 
sale of its entire holding to 
Burwill at a unit holders meet- 
ing last month. 

Disenchanted investors were 
unhappy that the majority unit 
holder should receive a pre- 
mium for its stock while the 
minorities got nothing. 

There was also some 111 feel- 
ing among unit holders that 
Mr Peter Kemaghan, the exec- 
utive Burwill was to bring in 
to run toe management com- 
pany, was to be paid an intro- 
duction fee of A*29m. 

Capcount Property Trust 
bolds a cumber of suburban 
property developments around 
Sydney plus about AJ42m cash. 

Capital & Counties’ proposed 
offer will be the subject of a 
prospectus expected to be 
lodged with the Australian , 
Securities Commission in the 
next three to four weeks. 

Burwill Is 22 per cent owned 
by the Singapore government 
and 14 per wait by Lang Han- 

cock, a Western Australian . 
mining concern. 
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COMMODITIES AND AGRICULTURE 


Soviet bank reveals gold reserves 


By Kenneth Gooding, Mining Correspondent, in Vienna 


FOR THE first time the thick 
veil of secrecy suirounding the 
Soviet Union's gold reserves 
was lifted slightly yesterday 
when a senior official revealed 
that the Central Bank had gold 
worth US$4-4bn in its official 
reserves. 

Mr Alexandre Doumnov, 
deputy managing director of 
the International monetary and 
economic department of the 
State Bank of the USSR 
(Gosbank) told the Financial 
Times Gold Conference that 
the reserves totalled 374.5 
tonnes. 

However, he drew back from 
giving any hint about the 
Soviet Union's total gold 
stocks, mostly held by the 
Finance Ministry, because, as 
one of the world's leading gold 
traders, his country wished to 
keep this a commercial secret 

Mr Doumnov said Gosbank 
took a very conservative 


The gold price fell sharply on the f /widnn bullion market 
yesterday afternoon, passing through the key support level 
S? $365 * toy ounce after a sell-off In gold futures on New 
York s Comex triggered stop-loss selling orders. It dosed at 
$361.20 an ounce, a fall of $&60 on the day, after trading 
belo w >360 . Dealers said the speed of the fall reflected the 
thin European market, which was unable to absorb the sales. 


approach to Its official gold 
reserves and had no intention 
of selling any of the precious 
metal or of moving It abroad as 
a collateral for loans. 

Gosbank would prefer to 
raise its gold holdings. The 
Soviet parliament recently 
gave permission for some of 
the stocks held by the Finance 
Ministry to be transferred to 
the central hank. He hoped this 
would take place “wi thin * 
■year". 

The transferred gold would 
be used in a fund designed to 
protect the rouble. “This could 
be done in a number of ways: 


by selling gold coins to the 
Soviet people or using foreign 
exchange earnings from gold 
sales abroad to stabilise rouble 
exchange rates,” said Mr 
Doumnov. 

‘There are also some sugges- 
tions both from a c ademic cir- 
cles in the Soviet Union and 
from foreign advisers to use 
gold as an instrument of 
achieving rouble convertibil- 
ity." 

Mr Doumnov said that rou- 
ble convertibility would be 
accompanied by liberalisation 
of the Soviet gold market. 
There was pressure within the 


Soviet Union to make these 
chang es well before the end of 
this century but there were 
still many obstacles to be 
cleared first 

Questioned about claims 
some Individual states were 
staking to Soviet gold, Mr 
Doumnov suggested that it had 
been agreed that some produc- 
ers might keep pa rt of th eir 
output in fixture. However, he 
gave a dear hint that a trans- 
fer of gold stocks might not be 
on the cards when he painted 
out that any state wishing to 
leave the Soviet Union would 
have to take on its share of 
liabilities as well as assets. 

Analysts and deaims at the 
conference pointed out that 
Gosbank would have to pro- 
vide details of its gold and 
monetary reserves soon 
because it wished to became an 
associate member of the Inter- 
national Monetary Fund. 


Producer hedging keeps price low 

Kenneth Gooding reports from the Vienna gold industry conference 


M ore than i,ioo 

tonnes of gold was 
covered by mining 
industry hedging - blamed by 
many for holding down the 
gold price in the past 18 
months - at the end of last 
year. The total was boosted to 
even higher levels when the 
Gulf crisis flared into war. 

Making these points yester- 
day, Ms Jessica Jacks, an econ- 
omist at the RTZ Corporation, 
said the important influence 
on the gold price, however, 
was the net new hedging busi- 
ness last year. 

Her painstaking research 
had identified 238 tonnes of 
new hedging, most of it (159 
tonnes) in forward sales. 

Giving probably the first 
authoritative statistics on the 
subject, Ms Jacks said that by 
the end of last year the Austra- 
lian gold industry had sold 81 
per cent of its 1991 output, 
locking in an average price of 
US$447 a troy ounce. It had 
also committed 50 per cent of 
next year’s production and 34 
per cent of that for 1993. 

However, total new hedging 
business by Australian compa- 
nies totalled only eight tonnes, 
implying that they did not 
depress the price through 
hedging as much as widely 
believed. In contrast, North 
American companies 
accounted for 124 tonnes of net 
new hedging business at an 
average of US$430 an ounce. 
But “hedging in North Amer- 
ica still has a long way to go 
both in terms of the volumes 
involved and the type of instru- 
ment used”, said Ms Jacks. 

South Africa had only Just 
entered “the hedging maze” 
and at the end of 1990 had 15 
per cent of annual output or 90 
tonnes of 1991 output associ- 
ated with some sort of price 
protection. 


Ms Jacks said the global 
total of gold hedging could be 
expected to remain high for 
some years. The more mines 
hedge, the more their cumula- 
tive activity caps the gaid price 
and therefore the more the; 
need to hedge to protect their 


FT 


CONFERENCE 


GOLD 

profitability. Hedging has 
become self-fulfilling." 

Delegates hoping to hear 
about the gold price being 
helped upwards by potential 
cuts in gold output were disap- 
pointed by speakers from the 
three major western producing 
countries at the conference. 

Mr Robin Flumbridge, chair- 
man of Gold Fields of South 
Africa, suggested that 
although there would be more 
ramaMns in the South African 
industry and there would be a 
short-term reduction in gold 
output, "if the price conditions 
and the cost conditions are 
favourable. South Africa has 
enormous undeveloped 
resources, many of which have 
been fully explored.” 

“Major South African compa- 
nies have the resources which 
dwarf those of their counter- 
parts elsewhere in the world 
apd above all there are sub- 
stantial resources awaiting 
development when the real 
gold price recovers, as it surely 
wflL" 

Mr Fraser Fell, chairman of 
Placer Dome, pointed out that 
since 1986 gold output in North 
America had more than dou- 
bled from 3.6m ounces to 10m 


ounces. Future annual output 
would not grow at such a fast 
rate, but it would continue to 
grow. Neither would Canada 
see much of a fan from this 
year’s expected output of GAm 
ounces as new projects would 
replace fading mines. 

Mr Robert Champion de 
Crespigny, chairman of the 
Normandy Poseidon group, 
said that, although Australia 
would have two or three poor 
years, with production faffing 
from a peak of 241 tonnes in 
1991 to possibly as low as 160 
tonnes in 1993, by the late 
1990s the country would be a 
major gold producer a gain 
This would be achieved 
through corporate rationalisa- 
tion, more serious exploration 
fin* large, long-life projects and 
rationalisation among the 
mines. 

Mr Ricky Hall, assistant gen- 
eral manager, Rank of Interna- 
tional Settlements, said central 
banks, with US$368bn of gold 
in their reserves, were getting 
a poor return an this metaL 
Gold bought ten years ago at 
US$45925 an ounce should now 
be valued at $823 to match an 
Investment netting a modest 
compound 6 pm* cent rate of 
interest 

Central banks who were wor- 
ried that they could not put 
their gold hnMtngg to work far 
fear of “causing shame or a 
political loss of face," should 
consider setting up a form of 
mutual fund, be said. Member 
countries could place as much 
of their gold reserves as they 
wished into the fund which 
would hold gold in “good deliv- 
ery” form only in physical 
locations of its own choice. 

“The fund would need to 
have access to the currencies it 
needed by borrowing or doing 
swaps in its own name. By 
going through the fund any 


embarrassment which a cen- 
tral h ank might feel about 
mobilising its gold directly in 
the market place could be over- 
come." 

Mr Klaus Mundl, manag in g 
director of the Austrian (Aus- 
trian) National Bank, said that 
for the public at large gold “is 
not so much a safe haven as a 
treasure trove to tide us over 
h«H times”. The highly-success- 
ful launch by Austria of its 
Philharmoniker legal-tender 
gold coin In 1989 showed how a 
monetary authority could 
“reinvigorate the gold market". 

Mr Robert Guy, a director of 
NJVL Rothschild, also stressed 
that the answer to the gold 
martlet's present tribulations 
lay, not on the supply aide, but 
in g ra n ting more demand by 
more promotion. Not only 
should gold jewellery, by far 
the biggest market for gold, be 
given more promotion, so 
should gold market partici- 
pants promote their Innovative 
wares. “At a high price, gold 
sells itself but at a low mice 
spend more on marketing," he 
said. 

Mr Stewart Murray, manag- 
ing director of Gold Fields Min- 
erals Services, said that, as the 
world becomes wealthier and 
more populous, it would be 
reasonable to .expect gold jew- 
ellery safes to Increase from 
the present 1,700 tonnes to 
between 2^00 and 3JXX) tonnes 
by the end of this century. 

Other speakers yesterday 
were Mr Husnu Akhanjnan- 
ager, foreign exchange, bank 
notes and gold markets divi- 
sion, Central Bank of the 
Republic of Turkey, Mr James* 
(boss, general manager, gold 
and foreign exchange depart- 
ment, South African Reserve 
Bank, and Mr Euan Worthing- 
ton, director of mining, S.G. 
Warburg Securities. 


EC policy 
‘devastating’ 
for NZ 
dairymen 

By Our Agriculture Staff 


THE EUROPEAN 

Community’s Increasing subsi- 
dies to its milk producers and 
dairy processors will soon spell 
bankruptcy for many New Zea- 
land formers, according to 
Agra Europe, The independent 
Brussels-based news letter. 

Quoting new figures from 
the New Zealand Ministry of 
Agriculture, the newsletter 
says that average New Zealand 
dairy farm profits are likely to 
foil in 199091 by 58 per cent 
compared with 1989-90. 

They will be 46 per cent less 
In the current season than the 
average profit of the past six 
years. 

In its latest report, Agra 
Europe says the blame for 
declining New Zealand profits 
lies principally with the EC, 
which since . late 1989 has 
“chased the world market 
downwards with ever-larger 
export subsidies. . . in an 
effort to maintain their share 
of a diminishing world mar- 
ker. 

The increases, particularly 
marked last year, have had a 
“devastating” effect on world 
prices and thus on the New 
Zealand industry, which has 
no protection and exports 90 
per cent of its output - 

In 1991, most New Taalantl 
dairy formers are surviving 
only because they are still get- 
ting some benefit from the 
higher national prices paid in 
the late 1980s. 

However, now “the reality is 
that unless the world dairy 
market markedly improves in 
the next six months, many 
New Zealand dairy farms win 
be dose to ba nkruptcy in 12 
months' time". 


Debt relief for 
German farms 


THE GERMAN government’s 
Treuhand privatisation agency 
says it win ease the debts of 
east German collective forms 
to facflifaitp their adaptation to 
the market economy, reports 
Reuters from Berlin. 

The agency, which owns 
more than 19,000 former East 
German state co m p ani es and 
forms, says it has received 
3,100 requests for debt relief 
from tiie agricultural sector. 

ft says the DMLfln (£480m) 
in its budget for debt relief 
would not be sufficient and 
that the government has 
agreed to top up the amount 
Payments of interest and 
capital will be suspended until 
the forms are financially con- 
solidated and the interest wfll 
be paid out of a compensation 
fund. The Treuhand says it 
will distribute its available 
funds equally among all appli- 
cants. Once the total debt has 
been calculated, a quota for 
debt relief will be set 



The case against 
is far from watertight 




Health threats may be imaginary 
have a very real impact on arable 


but curbs 
earnings 
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T HE NITRATE directive 
agreed by European 
Community environ- 
ment ministers in Luxembourg 
earlier this month is seen by 
many formers as an unneces- 
sary restriction to deal with an 
imagined problem. Its progres- 
sive imposition will by the 
year-2009 limit applications of 
ni trogen fertffisere to a maxi- 
mum of 170 kg a hectare and 
that, says Britain’s National 
Farmers’ Union, could pose a 
mgfor threat to the livelihoods 
of many formers. 

This latest directive is the 
most recent element in a con- 
tinuing saga that began in 1980 
with cfiractrro 778, which laid 
down a mandatory limit of 50 


FARMBTS VIEWPOINT 



-information needed if ami? ; 
when restrictions are hnpi&Mfch 
over perhaps 2m hectare »» - 
resalt of the recent EC tfiret-r 
five. : v: ' . ■ . -V* 

B Is not dear tf the fanned* 
in this much bigger Mock fit. 
Britain would be compensated^ 1 
as the NFU has already : 
hwmwm The cost to taxpafc 
ere of pr o vid ing compensation, 
to farmers -over such an are . 


By David Richardson 


parts pear irrffifon of p t f rat-a m 
SrinH 


king water. Previously the 
UK had been working to a 
limit of 10 0 parts per million 
with no ill effects on consum- 
ers. 

The reasons for restrictions 
of any kind are based on tire 
belief that excessive nitrates 
can cause blue babies and 
stomach cancer. The facts 
show, however, that the last 
birth of a blue baby in the UK 
was 30 years ago, and in that 
instance the mother had been 
drinking drank u n tre a ted well 
water. And the incidence of 
stomach cancer in eastern 
England, where, nitrates levels 
are highest - in same areas a 
Uttie above the new 50 parts 
per milli on limit - Is below 
that of the rest of the c oun try. 

Statistically it could be 
argued therefore that a modest 
amount of nitrates in w ater is 
good for you. Nevertheless the 
community limi t stands and 
the UK government has agreed 
to accept it, even though it 
may stm take several years to 
achieve. 

One reason for thin is the 
fact that it is not just the leak- 
ing of agricultural fertilisers, 
both organic and inorganic, 
that puts nitrates in water. 
Sewage treatment plants run 
by the water companies are 
also significantly involved, as 
are certain industrial wastes 
that find their way Into water 
supplies. 

Moreover it is almost certain 
that conventional agriculture 
is contributing less to the 
nitrate content, off water Ulan it 
was a few yens ago. Records 
of average levels of jnnrganlr 
nitrogen fertilisers spread on 
the land in the UK indicate 
that they peaked at about 192 
kg a hectare in 1985; since then 
applications have dprUrwd to 
average 182 kg a hectare. 

Furthermore this reduction 
has been associated with more 
sophisticated use of fertilisers. 
Today most fanners “spoon 
feed” their crops by spreading 
small quantities of fertiliser up 
to three times during the grow- 
ing season Instead off applying 


a season’s supply in -one dbDcn> 
as they did in the past This 
controlled application ensures 
that plant roots take up the 
fertiliser as they require it and 
reduces both waste and leak- 
age into water supplies, ft has 
also, as the average ap p lic at ion 
figures show, enabled the total 
amount spread to be reduced. 

This in turn has led to a sta- 
bilisation and in some cases a 
reduction in the level of 
nitrates In water supplies in 
some intensive arable areas. 


P aradoxically, however, 
this cannot be claimed 
for the folly organic 
systems of fa rming , which are 
being promoted by some as 
being the way forward to bet- 
ter health. 

In order to maintain the fer- 
tility of land without inorganic 

fertilisers it is necessary to 
keep livestock that produce 
farmyard manure and/or to 
grow crops to plough under as 
“green manure . These include 
grass, mustard, phacella and 
many others, which break 
down in the soil to provide 
plant food for fu t u re crops. 

As such green material and 
farmyard manure decompose, 
however, they are Sable to lead 
to uncontrolled flushes of 
nitrates leaking from soil. So 
for as nitrates in water are 
concerned, therefore, it is for- 
tunate that m- g ante fa pnlng Is 
conducted on only a tiny pro- 
portion of the arable area of 
this country. 

Meanwhife, in pursuit of the 
arbitrary 50 parts per mfltinn 
level off nitrates in drinking 
water the British Ministry of 
Agriculture has «fa*rignateH 10 
Nitrate Sensitive Areas, total- 
ling over 10,000 hectares of 
.England. In. such areas formers 
are fnvited, to 'return com- 
pensation for loss of income, to 
accept certain limitations on 
their rotations, thefcuse of fer- 
tffisers and on the numbers off 
livestock they are. allowed to 
keep. It was announced last 
week that 87 per cent of the 
fonnera.in the designated areas 
had agreed to participate in the 
scheme. ; 

The idea is to monitor the 
water in such areas to assess 
the impact of the modified 
approach over several years. 
This in torn should provide the 
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about 20 per cent of' 
try’s arable land, much of it fa: 
the south and the east, wheref* 

farm. . 

The government will haver 
two choices: either to adop t_ 
principles similar to those 
already adopted in the nitrate 
sensitive areas or to persuadd 
water companies to treat or 
blend water to the requiraL 
standards. The second chofae, 
would also be very expensive, 
but could we& turn out to be 
the cheaper. I I 

For we farmers the prospect) 
of having to cut the use of 
nitrogen fertiliser to 170 kg a; 
hectare an all crops is worry- 
ing, to say the least We are in’ 
the habit of ngfag more than' 
200 kg a hectare on crops sodh 
as wheat oilseed rape, potatoes 
and grass and to reduce this to 
less the optimum level' 
would clearly cut potential 
yields. It is worth pointing out 
that the Ministry of Agrfcul-: 
hire’s own guide to Good 
Agricultural Practice sets 250 
kg of nitrogen a hectare as the 
level that should not bti 
exceeded. 1 ■ 11 * 

Many R rirtah fa fn w rB, m ynrif - 
included, take fife view that 
the community directive do 
nitrates, has more to do with 
pnltHwa tfwii with priHntinw. Afl 
indicated above, the medical 
justifications for setting the 59 
parts per nrifficn Emit in wafitf 
are. questionable in ■ the' 

Brt r miM. i j 

Far more mealy, it seems to 
us, Is the suggestion that the 
red reason for imposing such 
stringent restrictions on farm- 
ers is to cut the production off 
crops that are in temporary 
surplus. 

The trouble is that fanning 
jus. a long-term i™hw« and (U 
supply and demand for food-ds 
cyclical Sometime over the 
next few years it is inevitable 
that there wiD mce «gnfn fe 
shortages at food. 

Governments will wish to 
promote the production' of 
more af it ami the mast effec- 
tive and speedy way that db 
be done will be to increase 
applica t ions of nitrogen fertil- 
iser, some of which may leak 
into water in those areas about 
to be restricted. 

How will governments then 
explain to confused consumers 
that a Uttie bit of nitrate in 
water is, and always has been, 
absolutely harmless? 
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WORLD COMMODITIES PRICES 




MARKET REPORT 


POX 
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London cocoa prices fell sharply 
on long liquidation. Dealers said 
several key support levels were 
breached, triggering sell-stops. 
Limited Industry buying Interest 
was evident around the lows. “I 
think the whole thing just 
snowballed,” one dealer said. 

The downward pressure has been 
partly fuelled by continued reports 
from West Africa that crops are 
progressing well with talk of good 
pod counts. New York prices were 
well down at midday. On the LME 
aluminium closed off the day’s 
lows after talk that warehouse 
stocks will not show such a large 
rise as originally expected when 
data is issued today. Rumours 
of stock rises this week, possibly 


totalling up to 50,000 tonnes as 
Soviet metal arrived, helped to 
drive prices down earlier. In 
contrast, expectations that copper 
stocks would continue to decline 
helped the market to stabilise. 

But traders remained cautious 
given uncertainty over the 
outcome of tomorrow's strike vote 
at Chuqulcamata, the world’s 
largest copper mine. Three-month 
zinc touched a contract low of 
$1,046 a tonne in the afternoon 
before recovering slightly. Traders 
said the market, rapidly 
approaching the alack summer 
period in Europe, generally 
remained under pressure from 
an oversupplied physical sector. 

Compfled from Reuters 
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18460 

185.00 18360 

May 

18760 

18860 

18760 18860 

WMs 

Ctoee 

Prevtoua 

)0gh/Low 

Aug 

3026 

3066 

3056 3026 

Oct 

2886 

2806 

2086 3076 

Mar 

280.0 

2816 

200-4 259-0 


2606 

281.6 

260-0 250-0 

Aug 


2BS6 

2686 2646 


Turnover 3485 (3302 lots ot 6 tonnes 
ICO In d i ca tor prioea (US cents par pound) tor 
Jun 21 : Comp, dally 6349 (SLIT). 18 day sw- 
age OLM (65.38) 

' “TOC Utonm 


Ctoa* 

Previous 

Mgh/Lotu 

. AM OfBdal 

Kerb does 

Open Merest 

Mamtoluni, NTS peifly (9 par tonne) 



Total deity turnover 26631 lota 

Cash 12B4-6 

3 months 1317-8 

1305-7 

1336-7 

1282 

1325/1300 

1201-2 

13133 

1321-2 

04684 tola 

Oafver, Ora da A (C per tonne) 



Total dally turnover unfits tou 

Cash 134841 

3 months 13887 

13684 

1300-1 

136871348 

1382/1384 

138046 

1381-2 

136041 

130619 tote - 

Lead (£ par tonne) 




Total deity turnover 2687 tola 

Cash 343-4 

3 months 84846 

343-4 

3474 

3436/343 

348/344 

343-36 

344646 

847646 

17698 Iota 

Nkfcal (8 par tame] 




Total daily turnover MX tots 

Cash 834040 

3 months 884040 

8386-405 

83804 

8320 

8378/8320 

8316-20 

831040 

886040 

10648 lota 

111 (5 per tome) 




Total daily turnover 1697 tots 

Cash 088070 

3 months 5766-70 

57004 

5787-80 

5788/5730 

684008 

8730-40 

6700-70 

7678 tata 

Ilac, Special Wgh Grade (5 per tonne) 



Total daily turnover 8,100 tots 

Cash 102040 

3 months 1040-0 

1038-40 

1056-7 

1030 

1000-47 

1038-66 

106846 

1055-7 

276*9 lota 

LME Closing E/S ratoe 
SPOT. 16425 

3 months: 16242 

6 months: 16090 

9 months: 16880 


Chicago 


Latest Previous High/Low 



Close 

Prevtoua 

High/Low 

Mar 

1146 

117.4 

1146 

Apr 

1106 

1136 

1126 1106 


(Prtoaa supplied by NJLRoAscNM) 


Now York 


Turnover 245 (S2) total <d 40 tomes. 


POX 


E/tome 



Ctoee 

Previous 

HlQh/Low 

□sc 

13960 

14160 

14060 ISOlOD 


Turnover ED (SB) lota ol 20 tonnmL 


SlOrifidox point 


Tumowr. Raw 1024 (1001) Me trf GO mw. 
White 338 (1234) _ 

Parts- Write (FFr per iwineXFrtday June air. 
Aug 1903. Oct 1857. 


Sdarrel 



Cion 

Prevtoua MglWLow 

Jun 

1708 

1708 

1710 T705 

Jul 

1842 

1025 

1840 1029 

Oct 

1888 

1875 

1891 1680 

Jan 

1885 

1075 

1886 

BFI 

1700 

1703 



Latest Previous HflWLow 


Turnover 110 (162} 


Aufl 

1867 

1864 

Sep 

10-41 

1868 

Oct 

1865 

1869 

Nov 

1860 

«l7S 

Dec 

1869 

18.75 

IPS Index 

IMS 

1866 


1050 1828 
1&S7 1830 
18.03 1L60 
18.71 1846 
16.00 18.67 


POX 


Moore 


Turnover 17438 (24«M) 


S/tonne 



Ctoae 

Prevtoua 

HgfWLiw 

Jul 

m.73 

173.76 

17460 170.75 

Aug 

17260 

17X75 

17440 17140 

Sep 

17460 

17860 

17840 17260 

Oct 

17065 

17766 

T78.00 T7540 

Nov 

17825 

17960 

17860 17740 

□ee 

17665 

18068 

17060 177.78 

Jen 

17860 

17760 

17760 175.75 

Feb 

17260 


17340 17260 


Turnover 1SS83 (4687) lota of 100 tomaa 


whvimai on 

Palm Oil (Malayatanfi 
Copra (PTUltpptneaH 
Soyabeans (US) 
Cotton "A" Index 
Woonopa (64a Super) 


S31LOy 


E167 

83.75C 

3WP 


-IJ5 

-025 


C a tonne unless otherw is e staled, p-ponce/kg. 


c-centa/Ib. r-ftaagM/Kfl. q-Jun/Jul t-JuVSep U-sM 
a-Jul/Aug y-Aug/Sep z-Aug. mom ComiMaaton 
■vcafle teBtodi prices. • change irora a web 


ago. ^London physical market. #a P Rotterdam. 
♦ Bunion marvel cJoee. rrvMaleysIsn centa/kg. 


There «** limited demand ibis week, 
reports Ow Tern Brttam' Aasodeftan. With 
lew exceptions, better Squaring teas 
declined Inprloe by3p to5p per Wto, wWto 
plain medhmn wore moody 3p to top 
dearer. Cartons were the only ammo 
feature, and sold at Arm to dearer roue. 
Onshore teas met setaettve compadtton. 
with brighter description* about atoedy 
where wld. but other Mnda often 3p to 9p 
easier. The highest price realised this week 
was ISOp lor Kenya W.1 end PD. 
Quotations: Quality 150p nominal, medium 
88p, low medium TOp. 


tVhaal 

Ctoae 

Prevtoua 

Mgh/Low 

Jui 

ia .10 

13360 

128.10 

SOP 

11260 

113.10 

11260 

Nov 

11666 

mu 

11565 11565 

elan 

119.70 

11960 

119J70 

Barky 

Ctoee 

Prevtoua 

Hlah/Low 

Sap 

11160 

111.10 

11140 111.10 

Nov 

114.75 

114.75 

11460 11460 

Jan 

118.10 

118.10 

11765 

Mar 

121.00 

12160 

120.76 

Turnover: Wheat 28 (134), Bailey 70 (88). 
Turnover lots of 100 tonnes. 

PMS - 

London 

POX (Cash Settlement) p/kg 


Ctoao 


MgWLow 

Jun 

1136 


1146 

Jui 

107.0 

mo 

1076 10X0 

Aug 

1076 

1066 

1076 1006 

Sep 

1056 

ms 

1066 1046 

Oct 

1086 

1096 

mo mo 

Nov 

1074 

110.0 

1084 1074 

Jen 

1054 


10&6 1044 

Turnover 123 (34) lota ol 3650 kg 

mom- 

Lea dnai 

PDK 



Ctoae 

Prev. 

High Low Vet 


OoW (tine oz) S price 

2 sqtrivBisnr 

Ctoee 3616068160 

Opening 3856066560 

Morning fix 30020 

Afternoon tot 38060 

Day's high S6&7D4SB.10 
Day's low 3606036060 

225615 

210488 

Lore Uta Mean Gold Undtog Mas {Ve U8S) 

1 mondi 

2 months 

3 laontha 

&44 8 months 566 

841 12 months 863 

560 

Shear fa 

p/Bne ae 

US cte squiv 

Spot 

3 months 

8 months 

12 months 

28765 

27466 

201.50 

29660 

434.10 

44440 

447.75 

4486G 

MOLD com 

(Mesa auppltsd by Engsflnrd Metals) 


3 price 

E agohratant 

Krugerrand 
Maple tool 

38160382.00 

3886068860 

2184022060 

2346042440 


OOLD TOO troy ot; Cflroyoz. 



Close 

Prevtoua 

tflghftjow 


Jun 

3636 

WBQ 

3886 

8804 

Jut 

3836 

3886 

0 

0 

Aug 

3602 

388.1 

3684 

3814 

Oct 

3884 

3714 

3716 

3856 

Doc 

372.0 

373.1 

3756 

380.1 

Fab 

378.4 

3784 

3704 

3726 


3706 

3816 

3784 

373.1 

Jun 

3026 

3836 

0 

0 

Aug 

3866 

3886 

0 

0 


Aug 

2063 

2063 

2012 

1969 

Sep 

2064 

2021 

2009 

1098 

Nov 

20.16 

2020 

2018 

2006 

Dec 

20.15 

20-27 

2015 

2009 

Jan 

2065 

2017 

2005 

2000 

Fob 

1068 

2008 

1966 

1964 

May 

1846 

1948 

0 

0 

HEATMQ ML 42600 US galls, cents/US galls 


Latest 

Rnovtoue 

Hlgh/Low 


JU 

8378 

8433 

5«5 

5380 

Aug 

5440 

8816 

5400 

6426 

Sep 

5570 

5633 

5000 

5570 

Nov 

5790 

6853 

5830 

5790 

Mer 

5575 

6620 

5696 

5570 

Apr 

5380 

5425 

5400 

6380 

COCOA 10 tomes4/tonnes 


Ctoee 

Prevtoua 

Htgh/Low 


Jul 

905 

939 

92B 

901 

Sep 

850 

987 

981 

943 

Dec 

1000 

1030 

1029 

997 

Mar 

1046 

1080 

1068 

1044 

May 

1072 

1108 

1090 

W®0 

Jul 

1102 

1138 

1126 

1115 

Sep 

1127 

1181 

1145 

1135 

Deo 

1187 

7201 

0 

0 

Mar 

1207 

1241 

0 

0 

May 

1234 

1288 

0 

0 

COFFEE "C" 37400lbs: centa/)bs 


CtoM 

Prevtoua 

Htgh/Low 


Jui 

auo 

8460 

8565 

8440 

Sep 

87.16 

0060 

87.23 

8040 

Dec 

0045 

9025 

9060 

8965 

Mar 

93.75 

9340 

9340 

9343 

May 

9040 

9568 

0 

0 

Jui 

8840 

8860 

0 

0 


SOYABEANS 5600 bu min; canta/BOto buahst . " 


Ctoae 

Previous 

Mgh/Low 

4:. 

Jid 

568/0 

562/S 

500m 

68318 

Aug 

807/0 

583/2 

808/0 : 

563/0 

S*P 

308/2 

662/2 

568/4 

56S/0 . 

Nov 

578/0 

5BB/B 

S76/B 

570/4 • 

Jan 

588/4 

578/4 

588/4 

0B2*’.. 

Mar 

860/4 

588/0 

EBBM 

693/0 j.. 

May 

006/2 

507/4 

005/4 

80210 

Jul 

000/4 

002/0 

010/4 

008/0 . 

SOYABEAN 08. 00600 centsrtb 

1- 


Ctose 

Prevtoua 

Htgh/Low 

C 

Jul 

19.43 

1941 

1947 

1028 r 

Aug 

1962 

I960 

19.63 

1048 ,j 

Sep 

19.78 

1968 

1863 

1967 

Oct 

1967 

1O01 

2063 

1960 

Dec 

2038 

2022 

2040 

2022 

Jan 

2053 

2039 

2059 

2042 

Mar 

2065 

20.76 

2086 

20.78 

May 

21.16 

2160 

21-15 

21.10 * 

Jul 

2169 

21.20 

2160 

2165 | 

SOYABEAN MEAL 100 tons; 5/ton * 


Ctoae 

Prevtoua 

MgWLow 

V 


Aug 


172L8 
1TZ8 
173.1 
Oa 173.1 

Dec 174L2 

Jan T7S.1 

Mar T7B.7 

May 177.8 

Jul 170.0 


173L8 

172J 

T71A 

171.5 

172.1 

173.1 
1175.0 
I7S.7 ■ 
T7SJ! 


17X3 

17X5 

1735 

T73JJ 

1744 

.178.7 

177.5 

181.8 


17Z5 4 
172.0 * 
1722 
172.0 
172jB V 
1743 J 1 - 
176J) 

177 J 
17*0 |.i 


MAIZE 5.000 bo into; centsfSBfe bushel 


if 


Close Pftvtom HlflMCaw ' 


Jul 


PLATMUM 50 troy OH Vtroy to. 


SUQAH would *11- 112400 ft*; cwm/Rm 


New sovereign 87.00-8000 510MKL50 


Indx 


Sep 

Dso 

Mar 

Jun 


Ison 14&16 mro 

13060 141.10 13860 13860 110 

14060 141.60 14020 13860 86 

14160 142.70 14160 36 

14160 1060 14160 2D 

14260 14360 14260 SO 


TnADBD OPTKNI* 

AfamMm (90.7K) 


CaUa 


Puia 

Strike price 8 tonne Jul 

Sep 

Jul 

Sap 

1200 

84 

12E 

1 

11 

1300 

17 

58 

23 

43 

1400 

1 

21 

US 

• 21 

Copper (Grade A) 


Cana 


PUB 

2150 

61 

107 

a 

35 

2260 

16 

64 

36 

62 

2360 

1 

23 

121 

190 

BraM Crude 

Aug 

1 Sop 

Aug 

Sep 

1890 

29 

53 - 


66 

WOO 

14 

32 


99 

1990 


21 





Clou 

Prevtoua 

MgWLew 


Jun 

3736 

374JT 

0 

0 

Jul 

3746 

3746 

3746 

3726 

Oct 

3786 

3794 

3796 

3780 

Jan 

3826 

3834 

3846 

3816 

Apr 

3805 

3874 

3656 

3850 

Jul 

3906 

3914 

0 

0 

SLVSt 5600 troy ta; oentafroy ot , 


Clou 

Prevtoua 

Mgh/Low 


Jun 

4346 

4374 

0 

0 

Jul 

435.0 

4386 

4386 

4256 

Aug 

4376 

4406 

0 

0 

Sep 

4404 

4440 

4416 

4300 

Dec 

4484 

4616 

4486 

4304 

Jen 

4504 

453.7 

4466 

4450 

Mar 

46&S 

4596 

4556 

4490 

May- 

482.0 

4654 

4606 

4006 

Jul 

4S76 

4716 

4886 

4816 

Sep 

4746 

477.8 

4670 

4674 



Ctou 

Prevtoua Mgh/Low 

jm 

9.70. 

868 

963 

948 

Oct 

849 

601 

803 

041 

Mer 

569 

606 

030 

.027 

May 

043 

869 

0-43 

868 

Jul 

8.49 

80S 

049 

042 

Oct 

843 

048 

466 • 

060 


237« 234/S 237/4 29510 

Sep 237/0 234/2 237/8 “ 23V4' 

Dec ana 235/8 240/4 237/4 ' 

Mar 24602 243/8 248/4 244/8-7 

May 253/4 248/0 254/0 . 251/2 . 

Jul 2S8/D 264/0 250/2 250/0, 


WHEAT 5600 ho mm; oentsAOfetaabd 


CH*a Preutous Htgfa/Law. 


COTTON 80600; cants/tbs 



ansa 

Pnvioui 

HWMjOw 


Jul 

7040 

8249 

82-10 

7010 

Oct 

77.12 

70.12 

7015 

77.12 

DU 

7346 

7442 

7440 

7240 

Mar 

7405 

7645 

7565 

7096 

May 

7460 . 

. 7675 

7305 

7440 

Jul 

■ 7467 

7347 . 

7075 

7560 .. 

Got 

88.72 

7016 

0 

0 

ORANGE JIIKE 16000 RMS eantafRs 


Ctose 

Prevtoua 

HJgWLow 


JUI 

11446 

.11440. 

11560 

11050 

8*9 

11660 

•tw .10 

1102D 

IT&jOO 


THUS 

1105© 

11030 

119.00 . 


11540 

11560 

11020 

11560 

Mar 

11560 

IISlTS - . 

11010 

11040 


J* 271/0 271/8 275/8 

Sep 278/8 279/4 284/0 

Deo 292a 291/4 S&O 

Mar 2900 200/2 ■ 303/2 

May 287/8 295/0 303/0 

JM 2BU0 202/8 2 940 


270/4 * 
Z7W4 _ • 
281(0 
29B/0.’’ 

288/0 T- - 

29tAfe— 


^ Grot 

finance 


IX 




. r.^ v t , 


'V . * 


- • . 


- UVE CATTLE 40600 H*; centoflha 


do— P revious Mgb/Lmr 


ZH5 7i - S0 "■* 

Oot 7467 7465 7463 

Dec 7867 7365 7tL4S 

7565 7660 75.17 

** 7832 7830 7565 

Jw 7365 7466 7365 




736*-“ 

TUT*. 

7457- 

TWO,” 

7179*. 




UWHWW 30600 Be oenMbs 


Oom Previo us tflgMLe* 
? 3862 3366 


T 

-at- 


- ' s' 


HWH ORAOB COPTER 25600 fta; canti/tbs 



Ctose 

Prevtoua 

MghiLsw 


Jun 

0960 

10060 

imjot 

earn 

Jui 

100.10 

10040 

0E 

9070 

Aug 

9940 

10040 

9940 

9030 

Sep 

9075 

8940 

8949 

9075 

Od 

9030 

3940 

9010 

9010 

Nov 

B740 

9005 

0070 

9070 

Dec 

9700 

8845 

9018 

9760 

Jan 

97.10 

9760 

0 

0 

Feb 

9070 

9745 

0 

0 

Mer 

0020 

9095 

9080 

9840 


HEUTHtS (Bum -September ifl 1831 - 100) 
. . Jim 24 .Jun 21 mom ago yraoo 


17726 1777.7 - 


18286 


DUN JONH (Base: CMC. 81.1874 - 100) 


Jun 21 jun 20 modi ago yr apo 


Spot 13072 13091 - 

Futures 12562 12R21 - 


13068 
, .13065 


V*° 51-86 

M*r 3060 61.10 fif.ip 

May 81.15 51.40 0 

” 30-00 5160 fl 


6208-; 


was.! 


5060 V ■ 

5040.- 
frr.tfg 




FIBBCBmag 40600 Dm: cmttton, 




. * ; ? 5 


■ _ Cta > * Previous HUAow 

**• 4M0 5362 55,85 

Auo 50.77 5062 Sijfl 

£ 2J-IS f-® 0 

w 6060 51.10 Sli10 

May S1.15' ' 51.40 b ; 

** 5160 o' . ' 


'6865il. 


■3UB&. 






I 


PRICES EXCLUDE ROAD TAX. DELIVERY AND NUMBER PLATES. PRICES CORRECT AT TIME OF GOING TO PRESS. 'EXCLUDING SU MODEL, 1 3-LITRE MODELS ONLY.' 
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F1NANG3AL TIMES -TUESDAY JUNE 25 1991 


LONDON STOCK EXCHANGE 




Shares near bottom of trading range 


FINANCIAL TIMES STOCK INDICES 


UK STOCKS joined the 
dwnward trendr of other lead- 
ing world equity markets yes- 
terday, foiling by nearly 30 
points oh the FT-SE scale as 
unpromising developments in 
Tokyo overshadowed invest- 
ment confidence. Selling pres- 
sure remained Kghfr although 
thfe market ended within eight 
Footsie pofcUS <tf the tower end 
of the trading range of 3450 to 
2,550, which had been estab- 
lished over the past six weeks. 
Tbs cfoslng mintrtss of the 
trading session were featured 
by a rerun of hints that a large 
rights issue may be In the pipe- 
line. . . 

hi addition to the 569 paints 
or' some 2 per cent fall ia 
Tokyo’s Nikkei index over- 
night. In the hake of the resig- 
nation of the heads of two of 
Japan’s Big Four securities 
houses, London had to face 


Account 

IbAig 

Date* 

■HretDMfeBK 
Jotre 17 

ta i .. 

M 16 

Often DmAmOom: 

Jaft 27 tail 

Jul 25 

WMgr 

Jana 

Juntt 

■M » 

AaewretDny; 

tap 

MSS 

Aug 5 

9t»w Eni_iUtfnj 

mvnta ptnon Iran 
■MtamaMtar. 


dosed at the day’s worst as 
Wall Street opened its new ses- 
sion with a loss of 2fr Dow 
joints in London trading 


several other negative factors. 
Investors were discouraged by 
another gloomy survey of busi- 
ness opinion from the Confed- 
eration of British Industry, by 
unimpressive UK trade data for 
last month, and fay uncertainty 

hmigdnjr emtr- mrayiwy mBrfeftte 

following the meeting of G7 
ministers in. London at the 
weekend. 

. In the- face of these uncer- 
tainties, equities opened lower, 
gave tether ground as other 
European bourses fell and 


However, in relative terms, 
London's fall was no worse 
than those of other leading 
stock markets, and the chirf 
complaint from London trading 
rooms was, as usual, the lack 
of genuine investment busi- 
ness. 

The final reading left the 
FT-SE Index at 2,4583, the fan 
of 29.? taking it to its lowest 
dosing level since May 17. 

There was nervousness at 
the proximity of Footsie 2,450, 
but traders claimed to have 
seen some, albeit very little, 
bargain hunting at the end of 
the day. 

Some equity chart analysts 
believe that FT-SE 2.470 was 
toe significant IeveL At Scfaro- 


ders, Mr Robin AspinaU 
warned that an interim tally to 
2,490 or so should be regarded 
as “a nice selling opportunity”. 

There was hardly any 
response to toe disclosure of 
the UK trade figures for May, 
although the current account 
deficit of £5 23m was at the 
bearish end of City forecasts. 
Analysts' comments on the 
trade figures were largely neg- 
ative, with specialists focusing 
on the underlying deficit in 
Britain’s trade. 

The debate over when UK 
base rates will be reduced 
again was put on hold as the 
stock market scrutinised the 
currency m arkets , waiting to 
see if central bankers would 
take action on the US dollar. 

The CBI survey appeared to 
confirm the continued recess- 
ionary pressures on the UK 
economy, but Mr Norman Lam- 


ent, the UK chancellor of the 
exchequer, gave do indication 
to a television audience at the 
weekend of any plans to cut 
base rates again at present 

The setback across the Foot- 
sie stocks was widespread, 
with most of the blue chips 
recording losses. IC1 weakened 
afresh as prospects of an 
all-out bid from Uapunn contin- 
ued to fade. Glaxo gave ground 
as recent excitement in the 
pharmaceutical sector died 
down. 

Hopes that a consumer boom 
will lead the UK out of reces- 
sion were dented by predic- 
tions from sector analysts that 
beer sales are showing sub- 
stantial falls from last year's 
levels. Building and construc- 
tion issues, which have borne 
the brunt of toe impact of high 
interest rates in the UK, suf- 
fered further loeses yesterday. 



Jure 

24 

Jura 

21 

Jum 

» 

June 

19 

Jum 

18 

Yu» 

Ago 

1901 

Hgh 

Low 

Sine* Compilation 

LP» 

SoMnwiMitSaes 

83.66 

83.70 

8331 

83.75 

83.08 

8035 

85.88 

(1B72) 

62.17 

1271) 

127.4 
(8/ 1735) 

CV1/7S) 

Rxad IntarMt 

9282 

82.06 

9235 

09 

9250 

8854 

9454 

{S/4} 

9059 

(2 n) 

105.4 

I2B711/47) 

5053 
fan 775) 

Ontnary Start# 

1821.1 

18473 

1848.7 

1848.3 

1971 .9 

1629.4 

20145 

IS/4) 

16083 

(1871) 

80145 

(574791) 

48.4 

(2876740) 

Gold Untt 

200.7 

203.9 

207.0 

1985 

198.4 

1735 

209.1 

(1V8) 

127.0 

(2272) 

734.7 435 

(15/a83) (38710771) 

FT-SE IM Shu* 

2468.3 

2487.5 

2479L9 

2484.7 

25185 

23085 

25453 

(5/4J 

20545 

(1671) 

26453 

(574/91) 

(23/7/WJ 

FT-SE Citrotrscfc 2BD 

11 «52 

11M.88 

116253 

118238 

117*07 
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205 %p, its lowest, level since 
February 6. ■ Turnover was a 


FT-A All-Share Index 


stocks 
go flat 


BREWERY shares weakened 
further as - more analysts 
turned cautious on toe domes- 
tic hear market They under- 
lined the view that as the 
oegesskm continues consumers 
could look for ways to econom- 
ise on spending, and as the 
Dumber of unemployed rose 
beer sales would come under 
pressure. 

.. -.The d fffriuii nrnimw weather 
if the UK has also taken its 
tod, with analysts suggesting 
that May’s beer consumption 
could be as much as 12 per 
cent lower than in 1990. The 
brewing industry does not 
issue consumption figures but 
industry observers watch the 
related official production fig- 
ures. Beer production numbers 
for May wul be published in 
the second half of July. 

The more domestically ori- 
ented brewers were hard ML 
Whitbread dropped 10 to 486p 
and Scottish A Newcastle 
supped 7 to 373p, both ending 
at their Iowa for the day. 

The more international 
brewing-related stocks were 
also depressed. Allied Lyons 
finishing 13 down at 536p, 
Grand Metropolitan. 17 lower 
at 73Sp and Guinness 12 
weaker at 964p. The last two 
were also upset by fears of 
what - proposals the European 
Community might make on the 
taxation of spirits. 

i •• • . 

hstsmo stands out ... 

r Entbuaastic reappraisals of 
Lasmo provided the spur for 
xme of only three risers among 
iFT-SE 108 stocks yesterday. 
The stock closed up 7 at S35p, 
although volume was rela- 
tively light at lm shares. 

- The stock was helped by pos- 
itive comment from County 
NatWest, which reached cH- 
epts yesterday. Ms Angela 
Burns of County said: “The 
company was tending at a IS 
per cent discount, to asset 
value. We also pointed out that 
it has very strong cash, flow 
-ge nera tion and should tie able 
to increase its dividend by 10 
percent" 

Kleinwort Benson has also 
tipped the company, ranking it 
with Ultramar (steady at 289p), 
the pick of the independent ofi 
sector. 

With markets in Tokyo and 
New York falling, international 
stocks tracked the FT-SE index 
tower. Adverse press co m ment 
continued to undermine Bau- 
son, which declined 4% to 


; Speculation mirri mnding the 
future of Davy Corporation fil- 
tered over to Trafalgar House. 
Davy had fallen from above 
10% at the end at last week 
after axinonnring hefty losses 
on its till rig conversion con- 
tract, but it shrugged off the 
placing of Llm shares at 45p 
overnight and re gained 11 to 
62p.an reports that Germany's 
Mannesmann was showing an 
interest in its lucrative 
division. There was also more 
general speculation that 
Trafalgar House was in play 
but would need a rights issue 
to find the £150m needed to 
buy the metals division. Trafal- 
gar lost II to 243p. 

An analysts’ visit was the 
somewhat sniprising focus for 
a drop in Side. The stock had 
been buoyant and no bad news 
was expected fay observers 
travelling yesterday to the 
company’s Foxbcro subsidiary 
in the US. Before they arrived 
the shares ^ fanm and they 
dosed 11 down at 438p. One 
expert said Siebe had strongly 
outperformed the market is 
the past month and the visit 
drew investors’ attention to 
profit-taking. 

Reece, a cycle components 
distribute and . exterior door 
panels known, as Caul- 
dron until last year, lost a 
penny to ll%p as a large line 
of stock was placed in the mar- 
ket Traders said an. investor 
had tried to sell at I4p when 
the stock rose after press com- 
ment The placing , ran into dif- 
ficulties, however,, and the 
stock hung over the market 
until it was sold at a discount 
yesterday.- 

- ; Steetiey, the building materi- 
als group, died 4 to 325p fol- 
lowing a. large placing, said to 
be by Cazenove. The 3m shares 
(around 2 per cent of the 
equity) were placed at 313p. a 
significant discount to the 
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suffered across the 
hoard as feelings grew that 
Germany would increase inter- 
est rates and force basks to 
hold off an interest rate cut in 


the UK. Among the chief losers 
were BMC, 14 weaker at 635p, 
Redland, down 12 to 556p, Tay- 
lor Woodrow, off 8 at 220p, and 
Tarmac, 4 waster at 2l6p. 

An analyst’s cut ip profits 
forecast prompted Delta, the 
electrical cables and engineer- 
ing group, to fall 9 to 380p. Mr 
Ian Lowe at Smith New Court 
lowered his 1980 profits predic- 
tion by £12m to SSTm. This 
would reduce earnings per 
share by 4p from last year’s 
36p. He said trading, particu- 
larly in the heavy power cahle 
side of .the business, had deteri- 
orated sharply. 

Electrical remained 

friendless as buyers stayed on 
the gldsUnsa in the a bse n ce of 
news from the Conservative 
party, where internal argu- 
ments last week left privatised 
industry stocks lower. Scottish 
Power and Scottish Hydro- 
Electric, which began trading a 
week ago, slipped 2% to 105%p 
and 1% to U2%p respectively. 
Turnover continued to subside. 

Electricity distributors and 
English generators lost ground 
across the board. The worst 
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performances came from 
PowerGen. 4Vi down at 140 %p, 
and Seoboard, 5 easier at 185p. 

Gestetner, the distributor of 
office equipment and photo- 
graphic products, was 10 stron- 

S at 16^) after announcing a 
er than expected first half 
with profits steady at £2L7m. 
The company said the slight 
divlttend rise to lAp reflected 
confidence in its long term 
growth prospects. 

Last week's warning of 
losses from discount house 
Union Discount kept the buy- 
ers away from the financials 
sector. The worst performer 
was First National Finance, 
which lost 12 to 13$) ahead of 
interim results due on July L 
Weekend press reports of 
interim losses from TSB were 
taken seriously by traders 
early in the session. However, 
the shares had partly recov- 
ered bv the d w . gnflfag at 
143p for a net decline of 1%. 

Greycoat dipped 7 to 245p as 
toe shares reached their lowest 
level since November 1987 cm 
speculation that final results 
on Thursday will disappoint 
Over the past six weeks. Grey- 
coat lias fai ten steadily on talk 
that its 1990/91 net asset value 
(nav) could halve, due to the 
company's exposure to the 
depressed market for office 
property in London. County 
NatWest is forecasting a foil in 
nav to 490p from 726p. 

There was also unease ahead 
of Speyhawk’s interim results 
scheduled for Friday. The 
shares closed 4 lower at 44p. 

Frogmore was unchanged at 
31 lp after the bid from 
Southend Property - lapsed. 
Analysts said the news had not 
come as a surprise since the 
cash element in Southend’s 
offer was regarded by many as 
<nmffirinnt to win sharehold- 
ers' acceptance. Southend was 
unaltered at 88p. 

Burton slipped 8 to 56p fol- 
lowing reports that a UK stock- 
broker was about to issue a 
bearish report Other analysts 
also remained bearish. Mr Nick 
Bubb of Morgan Sta nley said 
Burton was suffering from the 
tow level of consumer spending 
and was also losing market 
share. Dealers are nowwaiting 
for a statement from the com- 
pany on current trading and 
store closures, which is expec- 
ted in the next fortnight 
Rainers put on 8 to 145p as 
Hoare Govett issued a buy 
recommendation. Ratner's 
year-on-year sales would soon 
start to pick up, said Hoare, 
simply because this time last 
year there was a sudden sharp 
decline and the current num- 
bers would register an advance 
on that IeveL Hoare also 
believes the worries over Rai- 
ners’ debt have been overdone, 
while a 9% per cent yield offers 
good support 


APPOINTMENTS 


ICI Group 

finance 

changes 

■ Mr Ivan M ars ha ll, vice 

‘president flnan« and 
adminfeirati^ ICS Americas 
lac, becomes _ 

controller-designate of the K3 
GROUP from September 1. He 
will succeed Mr Don HJndson 
who retires on February 29. 

Mr Helmnt Sadder, finance 
director. ICI Polyurethanes, 
succeeds Mr Marshall at ICI 

.Americas Inc from August l. 
Mr Brian ODriscoll. 
controller, corporate 

operations, group finance 
department been 
app o int ed group chief internal 
auditor. Dr Iran Charlton, 
finance director. ICI India, 
becomes finance director, IQ 
Materials, from August L He 
will be succeeded fay Pr 
Christopher VaBance, 
controller, corporate systems, 
group finance department 

■ Hr James Woods and Mr 
Mart Girling havetoen 


of Royal Life H old i ng s from 
that date. Mr van der Hoeven 
continues as chief executive 
of Royal Nederland. 

j Mr Keith Dougtoa-Mannhas 
been appointed a dire ctor of 
NATIONAL WESTMINSTER 
BANK'S City and West End 
regional advisory board. He 
was chairman of both Jones 
Lang Wootton International 
and Jones Lang Wootton UK, 
and is now a consultant to the 
partnership. 



of HERRING SON &DAW. 

■ Mr Hendrik Jan van der 
Hbevet agtetgpt man agi n g 
director of ROYAL 
international 
INSURANCE HOLDINGS, has 


director from Jnfir L He adfi 
succeed Mr David Fazzy who 

becomes managing director 


COATS YIT&hLA ba* 
appointed Ms Fiona Harrison 
(pictured) as chief executive of 
the Jaeger group from Septem- 
ber % She » vice president of 
Clairol Ihc, & division of Bris- 
tol-Myers Squibb Co, with 
worldwide responsibility for 
Clairol Appliances. Dr David 
Speirs has been appointed 
chief executive of Dynacast 
Inteniatio&al from Au gust L 
Be waa group chief executive, 
automotive, at BTR Industries. 


■ Following Mr JJL 
Coomber’s appointment as 
deputy managing director of 
SWISS RE (UK), Mr J. Lockyer 
has been appointed general 
manager (fife), Mr & J. RHey 
becomes deputy general 
manager (non life), and Mr 
DJL Brown, secretary and 
ffmwrifli controller, 
additionally becomes a ssista nt 
general manager. 

■ WESTERN TRUST AND 
SAVINGS, Plymouth, has 
appointed Mr John V. Brady 
as executive director, finance. 
He was financial director of 
Avonmore Creameries Co, 
Kilkenny. 

■ HOGG INSURANCE 
BROKERS has appointed Mr 
John. Hansford as a director 

of the marine division, 

responsible for development 
of busbies in North America. 
He was with Harris & Dixon. 

■ Mr Mike Bafiey has been 
appointed manufacturing 
d irecto r of APOLLO FIRE 
DETECTORS, Havant part 
of the security and office 
technolog y division of Raima. 

■ Mr Kelvin Curran has been 
appointed, an e xecutiv e 
director of FENCHURCH 
LONDON, with responsibility 

for p mfaarinnal hwfphinfty 

business. 

* Sir John Ure has been 
appointed a non-executive 
director ofthe THOMAS COOK 
QXOUP, succeeding Sr 
Kenneth James, who is 
retiring. Sir John, who takes 
up the post on August i, is UK 


commissi oner general to Expo 
*92 in Seville. He has been 
British ambassador in Sweden, 
Brazil and Cuba. 

■ Dr Peter Harrop becomes 
chairman of KALAMAZOO, 
Birmingham, on July 31 
succeeding Mr Kenneth Dibben 
who is resigning to pursue 
other business interests. 

■ Mr Pete Howarth has been 
appointed managing director 
of Royal Mail Parcelforce, and 
joins the POST OFFICE board. 
He was assistant managing 
director, Royal Mail. 

■ WIMPEY CONSTRUCTION 
MANAGEMENT has appointed 
Mr Simon Dando as business 
development director. He was 
yilea director, Conder Group. 



UNKMANN INDUSTRIES, Stn- 
dley, has appointed Mr Jerry 
Trafford (pictured) as financial 
director. & was with the Inch- 
eve Group. 


Argyll was one of three 
FT-SE stocks to register a rise 
as investors switched out of 
Tesco. The former finished 3 
higher at 286p and Tesco Bn< ^ 
5 lower at 269p. 

Hotel leaders sagged once 
more under the weight of cau- 
tious commen t from analysts. 
Yesterday it was the turn of 
County NatWest to reiterate its 
sell recommendations, and 
Ladbroke fen 7 to 2S5p while 
Forte slipped another 3 to 266p. 

Tour operator Airtours leapt 
ahead in response to interim 
figrues showing lower losses. 
The shares eventually suc- 
cumbed to the wider market’s 
gloom, however, and ended a 
penny easier on the day at 
469p. 

Anglia Television shed 5 to 
IGOp ahead of interim results 
due on Friday. 

A re assuring statement at 
WPP’s annual meeting helped 
the shares recover almost an 
toe ground lost on Friday amid 
fears that the company might 
breach covenants negotiated 
aiits refinancing in ApriL WPP 

>frf yesterday that “although 
trading remains diffi- 
cult ... the group contin- 
nesto perform within the con- 
straints established at that 
tune”. The shares ended 12 bet- 
ter at 13ip in Its customary 
thin bade. Sentiment was also 
helpnl by the revelation that a 
Fidelity fond had taken a large 
stake in the company. 

■ Other market statistics, 
including the FT- Actuaries 
Share Indices and London 
Traded Options, Page 28. 


TRADING VOLUME IN MAJOR STOCKS 



EQUITY FUTURES AND OPTIONS TRADING 


LONDON equity futures 
drifted lower yesterday as toe 
UK market appeared to lack 
independent direction and 
Instead followed overseas mar- 
kets down. 

The June FT-SE 100 index 
futures contract opened at a 
discount to the cash index fol- 
lowing a sharp foil in Tokyo. 
The downward trend was con- 
firmed after the latest figures 
for UK output which showed a 
foil in the first quarter of this 
year, the third in a row, and 


confirmed that the economy 
remains in recession. 

A decline on Wall Street 
deepened the T^mdp n market’s 
malaise and fry the close the 
June FT-SE future was at its 
low point of the day. The 
losses n m i H ip ia d on the thinly 
traded after-hours’ dealing 
system. 

With no immediate cut In 
UK interest rates on toe hori- 
zon and the trend In overseas 
markets stQl negative, many 
der i v a ti v e dealers believe the 


futures market could drift 
lower in toe coming days. 

The June FT-SE closed at 
2,449, down 37 on the day. It 
ffotehed at a 7-point discount 
to the index, compared to 
fair value, which brokers esti- 
mate to be parity. 

In the traded options mar- 
ket, dealing remained 
depressed. The FT-SE index 
was more active, trading 9,790, 
with the June 2,450 puts the 
busiest British Gas was the 
most active stock option. 
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YOU ARE RIGHT 


You should not have to struggle to gather European company Intelligence, 

FT Analysis offers two page reports of vital knowledge, updated every day, email the major companies in 
18 European countries. Reports are presented in a dear and consistent way across Europe and include: 

• description of business activities (induding main products and subsidiaries) 

• five year summary of financial statements 

• major shareholders and directors 

• share price history 

• latest announcements 

The FT Analysis service also gives you access to press cuttings from all major international business 
publications. And allows you to search Europe for business opportunities or keep tabs on 
the latest moves of your European counterparts. 


Stop struggling and call: 

Paul Fomin on (071) 702 0991 
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FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Dollar hit by profit-taking 


THE DOLLAR finished 
towards the lower end of the 
day's range in Europe yester- 
day. In early trading it moved 
up towards resistance at 
DML82, but retreated sharply 
after felling to break through 
this level 

The initial advance followed 
the apparent lade of specific 
proposals to cap the currency 
at the London meeting of 

flnannp ministe rs and central 

bank governors from the 
Group of Seven leadin g indus- 
trial nations. Nevertheless, the 
G7 commitment to cooperate 
and if necessary take “appro- 
priately concerted action in 
exchange markets,” was seen 
as a threat to the present 
strength of the dollar, and it 
eventually encouraged profit 
taking. 

At the London dose the dol- 
lar had fallen to DM1.7845 from 
DM1.7990; to Y138.85 from 
Y 138.95; to SFrl.5335 from 
SFrl.5465; and to FFrt.0600 
from FFr6.1100. Its index 
declined to 67.6 from 67.9. 

Problems involving some of 
Japan’s large securities houses 
prompted a comment of regret 
from Mr Ryutaro Hashimoto, 
Japanese finance minster, and 
weighed on the yen. This 
reflected the threat that a 
financial scandal may under- 
mine confidence in the Tokyo 
securities market. The yen 
weakened, with the D-Mark ris- 


ing to Y77.80 from Y77.25. 

The D-Mark held steady 
around the middle erf the Euro- 
pean exchange rate mecha- 
nism, showing little reaction to 
a firming of wholesale interest 
rates in Frankfort or to com- 
ments by Mr John Major, the 
OK prime minister, reported in 
the French press. 

Mr Major said it was essen- 
tial for Germany to avoid any 
rise in inflation and under 
these rirenTtiflbmra»s a tighten- 
ing of monetary policy may be 
justified. 

Sterling was also steady, 
remaining the third weakest 
member of the ERM. above the 
Danish krone and French 
franc. Britain’s current 
account deficit in May was a 
lower than expected £523m, 
against a revised shortfall of 
£473m in April following an 
upward revision in the surplus 
on invisible earnings. This had 
little impact however, as atten- 
tion remained focused on the 


dollar. 

In London the pound rose 
1.15 cents to $1.6435- It also 
improved to Y228.00 from 
Y226.75, but was slightly 
weaker against most European 
currencies, Ming to DM2J3QQ 
from DM2.9350; to FFr9.9525 
from FFr9.9650; and to 
SFr2Jjl75 from SF&5225. Ster- 
ling’s into climbed 0J to 899. 

The Spanish peseta 
remained at the top of the 
ERM, but well within its 
allowed limit against the bot- 
tom placed French franc, as 
the Ifowfr of Spain and Ttenlr of 
France left credit policies 
unchanged at yesterday's ten- 
ders, adding liquidity to the 
banking systems in Madrid and 
Paris. 

Speculation about a possible 
devaluation of the peseta 
faded, poshing the Spanish 
currency up to FFr5.4250 per 
100 pesetas from FFrS.4095 at 
the Paris fixing, its highest 
level since June 17. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 
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MONEY MARKETS 


London’s firm tone 
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INTEREST RATES had a firm 
tone in London yesterday, 
showing no reaction to better 
than expected May UK trade 
figures. Three-month sterling 
interbank rose to 11%-llft from 
llfrll% per cent, while 12- 
month money was unchanged 
at 10%-10% per cent 
Day-to-day credit remained 
in short supply on the cash 
market and the Bank of 
England did not appear to sup- 
ply enough assistance to take 
out the full underlying 


UK daring bank base leafing rate 
11J5 par cm* 
fron May 24, 1391 


shortage. This was initially 
forecast at £l,150m, but was 
revised to £1 ,200m at noon and 
to £l,250m in the afternoon. 
Total help of £l,074m was 
provided. 

An early round of help was 
offered and at that time the 
authorities bought £2S0m hank 
bills outright in band 2 at lift 
per cent Before lunch another 
£478m bills were purchased, by 
way of £386m bank bills in 
band 1 at 11% per cent; Elm 
Treasury bills in band 2 at lift 
per cent; and £9lm bank bills 
in band 2 at lift per cent In 
the afternoon £31m bank bills 
were bought in band 1 at lift 
per cent Late assistance of 
around £315m was also 
provided. 


Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained Sl,562m. 
with exchequer transactions 
absorbing £190m. These 
outweighed a fall in the note 
circulation adding £575m to 
liquidity and bank balances 
above target of £50m. 

In Madrid the Bank of Spain 
left its money market 
intervention rate unchanged at 
12.75 per cent when providing 
liquidity at a tegular tender for 
central bank certificates. 

In Paris the Bank of France 
also kept its money market 
intervention rate unchanged. 
The central bank injected 
funds into the domestic 
banking system at 9 per cent, 
while the five to 10-day 
repurchase rate was left at 10 
per cent It also offered 24-hour 
repurchase agreements at 10% 
per cent to relieve tight 
conditions in the mar ket. 

In Brussels the Belgian 
National Bank announced an 
unchanged seven-day advances 
rate of 8.75 per cent before its 
fixed rate tender against 
government paper and 
commercial bills. 

In FrankfUrt call money rose 
to 8.75 from 8.70 per cent on 
strong demand for funds, as 
banks’ holdings of reserves at 
the Bundesbank declined. 
Reserves eased to DM65.$bn on 
Thursday from DM669bn and 
probably declined further on 
Friday, according to dealers. 
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MR. C.J.C. BOARDMAN AND 
MISS JULIA F.WASTENEYS CARRICK. 
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NEW YORK 


Treaswy Bills and Bonds 


Tbe engagement is announced between Christopber,ddest son of 
Mr. and Mrs. Gwyther Boarriman of Hexriey-on-Thames,Oxon„ 
and Julia,youngest daughter of tbe late Dr. David Carrick and 
of Mrs. Muriel Carrick. of Feering House^Cdvedon, Essex. 
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Carotin e,yt>angcst daughter of Mr^eott and the late MiaD^oott 
of Tbe Pink House, Uloy .Okxiecstenbire. 
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1 Chest - audibly, his is con- 
gested (6) 

4 It scuttles in the dry to 
catch cancer (M) 

9 Model malefactress's invol- 
untary behaviour <$) 

10 Bid for anything bat bot- 
toms? a® 

12' Composer's tea-pipe (8) 

18 Exact retribution from. 
Heaven! Get-eves! (9) 

15 The comfort of simplicity , (4). 

16 Not committed to supply oil 
to tbe capital CIO) ■ 

19 Skinflint shrew following 
clothhead with pika (10) 

20 Self-satisfied, sticks around 

<4) . ■ 

23 Be right about undergar- 
ment tu rning trimmer (6) 

25 Crewmen-luve to tease the 
raw recxrbt(8) ' 

27 Party^ about to . grasp the 
opmng 

28 Spies od model's fefoa (8) ' 

29 Believer,- a holy and a 
teamed person, in the navy 
(8) : 

SO Pay for calm _© - 

■ DOWN 

1 Outer lays- trf 9 tn miagrzun- 

maticdue CO - - 

2 Day od v^ich accountants 
ctem eyes oa'<fish'{9) v' 

3 Ce nto o f^ addendum (centre 

6 Wde-ey^^^fe pasL and 
h^itwei^it (4) J > 


6 Extracted from 1 
opposed to anger 

7 City dweller in : 
iiver.{4) - . 

8 Cry about healthy < 
11 Otdmed.-to live or 

wheel (7) 

14 Butter with less 

17 Animal eatins 

five dahy ; 

18 Exercises turn on 
of time but they c 

kmg^S)- , 

19 Australian mate 
aKiHmticeaalast, 

21 Crowd about 

put to death CD 

22 A lot of saOms art 
' increase^ . 

24 About' to. advanC 
pmlc(5) ' - 
26 Raise stake on 


.Solution to Parade 
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WORLD STOCK MARKETS 
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Tuesday June 2 $ 1991 


AMERICA 


Weakness in Japan filters 
through to US equities 


Europe provides week’s worst performers 


MARKETS IN PERSPECTIVE 
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By Jacqneiine Moore 


Wall Street 


SCANDAL in the Japanese 
securities industry and the 
steep drop in the Nikkei 
weighed on Wall Street yester- 
day morning, where US equi- 
ties moved sharply lower in 
sluggish, midsession trading, 
unites Karen Zagor in New 
York. 

At 1.30 pm, the Dow Jones 
Industrial Average was 35.33 
lower at 2330.23. Although the 
stock market sell-off was 
broadly based, with the Stan- 
dard & Poor’s 500 registering a 
424 drop to 372.81 at 1 pm and 
the American Stock Exchange 
index falling 409 to 36L27, vol- 
ume was thin , with only 77m 
shares changing hands by 
lpm. Declining issues out- 
paced advancing by a ratio of 
four to one. On Friday, the 
Dow added 11.62 to 2365.56. 

Stock prices spiralled lower 
as the scandal in Tokyo contin- 
ued to grow. Wall Street, 
already shaken by the recent 
declines in the Nikkei, was fur- 
ther rattled by the resignations 
of the presidents of Nikko 
Securities and Nomura Securi- 
ties, two of Japan’s largest bro- 
kerage houses, after they 
admitted that the companies 
had reimbursed favoured cli- 
ents for losses suffered in last 


year’s collapse of the Tokyo 
stock market 

The scandal rocked a market 
already gloomy about the pros- 
pect of weak second quarter 
corporate earnings. IBM, which 
last week shook the stock mar- 
ket with its depressed second 
quarter estimates, eased f ft to 
$99% yesterday. Waste Man- 
agement, which also shook 
investors last week with its 
subdued outlook, dropped $1 to 
$36% in active trading. 

Among the most active bine 
chip issues, Philip Morris slid 
$% to $64%, PepsiCo edged $% 
lower to $29% and American 
Telephone and Telegraph 
dropped $% to $37%. 

Columbia Gas and Electric, 
which dropped about $16 last 
week after suspending its divi- 
dend and worrying investors 
about the possibility of a bank- 
ruptcy filing, reversed direc- 
tion and added $ft to $17%. 

Eljer Industries, which is the 
target of a $20-a-share takeover 
offer from the Jacusi unit of 
Hanson group of the UK, rose 
$% to $15% after Slier said it 
would meet with Jacuzzi’s 
president 

In the secondary market the 
Nasdaq composite plunged 7.74 
to 478.06, as most bellwether 
over-thocounter stocks moved 
lower. Apple Computer 
dropped $% to $41%, Intel fen 


$2 to $45 and Sun Microsys- 
tems lost $2% to $26%. 

Loins Development was me 
of the few winners of the morn- 
ing, adding $% to $31% on the 
news that the company had 
licensed ne t w o r k i n g and elec- 
tronic mail products to IBM. 

Archive plunged $1% to $5% 
on a projected operating loss of 
between 30 and 40 cents a 
share in the third quarter, 
reflecting a vigmflnant drop in 
orders. 
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TORONTO stocks fell to ses- 
sion lows in slow midday trade 
on fears of rising inflation as 
the economy recovers. Lack of 
corporate news and a public 
holiday in the province of Que- 
bec trading quiet 

The composite index lost 32.7 
to 3,484.4. Declines led 
advances by 296 to 118 on vol- 
ume of 9 Am shares. 

Leading the downturn, 
Taronto-Daminim fell C$% to 
C$18%, Magna class A lost 
C$% to C$11 %, National Bank 
of Canada slipped C$% to 
C$10% and Alcan eased C$% to 
C$23%. Loewen Group was Oat 
at C$13ft. The funeral home 
company declared a 1 cent par 
share dividend late on Friday 
following {he two-for-one stock 
split in early June. 
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T HERE -WAS Ettie enthu- 
siasm for equities last, 
week, as most markets 
recorded moderate losses. 

A fell in Japan of £5 per cent 
in local currency terms was 
tempered by more modest 
d ec lines in the US and UK, 
leaving the FT-Actuaries Weald 
Index down L6 per cent. 

The Japanese market was 
depressed mainly by receding 
ht^es of an interest rate cut, 
says brokers Nomura Interna- 
tional. Firm . interest rates and 
a relatively poor demand/sup- 
ply situation are likely to put 
further pressure on stock 
prices this week, it adds. 

However, Nomura does see 
room for some encouragement. 
“A number of largncapttahsa- 
tlon stocks are trading towards 
their year’s lows and should 
attract bargain, hunters this 
week," it says, although yasterv 
day the market was more con- 
cerned with the resignations of 
the presidents of Nomura SecU’ 
rities and Nikko Sec urit ies in 
Tokyo. 

Europe provided the week's 
worst performers as Ireland, 


Italy and Prance Tell .by 
; between 2.5 and 3 per cent. 
Trcfland was merely diseased 
. by the weakness of overseas- 
markets, says Mr Robbie KeHe- 
her of Davy’3, the Dublin-based 
brokers. He adds, however,, 
that the market & also suffer- 
ing from. indigestion after the 
partial privatisation of Green- 
- core (formerly Irish Sugar) in- 
A pril, A™ month’s rights is&se 
. by fruit importer Fyffes, and 
th* forthcoming privatisation 
of frish Life, the insurer. 

Italy fell on news late in the 
week of the government's pbn 
to raise tax revenue by forcing 
companies to revalue their 
pro perty assets. UBS Phillips 
& Drew doubts wbether the 
government will be strong 
enough to posh the measure 
through, but adds: “If such' a 
decree gels passed by the par- 
liament, our 1991 earnings per 
share forecast of minus 5 par 
cent looks optimistic.” . . 

Two af last week's other los- 
ers, the UK and Trance, are 
now looking fair value, says 
Ms Vanessa Rossi of Swiss 
Bank Corporation, although 
politics has been holding them 
tack. Paris was hampered by 
renewed rumours that Mr 


Pierre Bfirfgowy, the finance 
minis ter, was abort to nsgn, 
and by the. continued social 

unrest in the country. - 
Several, bxukmsexpect Paris 
to recover . Ms Rossi says: “On 
a ftodsaartal valuation, the 
French market looks , more 
attractive than Germany, tor 
instance, where people are ask- 
ing whether the recent firm- 
ness can hold up, and thr US; 


from recent highs tooks dSB- 
cnit- ^ 

Not all investors were dtewF 
pointed last week. Tl» Nbrmc 
Index put on L3 per emit to 
local currency terms as three 
of the ' four Seandinavton 
bourses advanced. Norway was 

Europe's best performer, as the 

martens sound fundamentals 
. expectations of a firmer oil 
price finally attracted buyers, 
says Ms Rossi- " 

Tbs only other market to 
confident mood last week was 
Sooth Africa. Host of the 
demand .continued to come 
from .domestic institutions, 
although foreigners axe .turn- 
ing more positive on the mar- 
ket, says one analyst He 
warns, however, that the -reify 
is now js-obably near Its peak. 


EUROPE 


Milan leads losses as pessimism grips bourses 


ASIA PACIFIC 


BOURSES were in pessimistic 
mnnri yesterday, as Milan con- 
tinued to w or ry about the gov- 
ernment’s pr operty revaluation 
plans. Interest rate fears, Wall 
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Nikkei tumbles as Nomura 
and Nikko chiefs resign 


’s early weakness and 
taking hit other wiarirpta 
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Tokyo 


SHARE prices tumbled 2.1 per 
cent yesterday on the news 
that the presidents of two lead- 
ing Japanese brokerages had 
stepped down, following last 
week’s admissions of investor 
compensation and dealings 
with a crime syndicate, writes 
Emiko Terazono in Tokyo. 

The Nikkei average fell 
50932 to 23,765.46. The market 
opened at the day’s high of 
24263.04, but s elling by individ- 
ual investors set in on news 
that Mr Yoshihisa Tabuchi, 
president of Nomura Securi- 
ties, had resigned. The market 
was unsettled further in the 
afternoon when Mr Takuya 
Iwasaki, president of Nikko 
Securities, also resigned. The 


day’s low was 23,76339. 
Volume shrank to 


Volume shrank to 220m 
shares as institutions stayed 
away. Declines overwhelmed 
advances by 816 to 161, while 
153 issues were unchanged. 
The Topix index of all first sec- 
tion stocks lost 29.25 to 
1,84459, with all 36 sectors 
declining, and In London the 
ISE/Nikkei 50 Index shed 10.64 
to 136035. 

Mr Masarni Okuma at UBS 
Phillips & Drew said it would 
be difficult to regain the confi- 
dence of individuals after the 
brokerages’ confessions that 
they had compensated 
favoured Large institutions for 
trading losses. But others said 
tiie scandal would not affect 
the attitude of foreign inves- 
tors, because the brokers’ 
activities had been known for a 
long time. 

Brokerage shares plum- 
meted, with Nomura Securities 
shedding Y90 to Y1.800, Daiwa 
Securities Y90 to Y1.150, 
Yamaichi Securities Y42 to 
Y951 and Nikko Y58 to Y932. 
Nomura’s price has fallen 10 
per cent since June 17, just 
before the scandal was made 
public. 

Tokyu, the railway company, 
weakened Y130 to YLQ60 after 
the Tokyo Stock Exchange said 


it would gram*"** transactions 
in the stock, following allega- 
tions in local newspapers that 
a brokerage house had manipu- 
lated the share price. 

Isuzn Motors fell Y16 to Y459 
on projections of a pre-tax loss 
of YSObn for the current year 
to March 1992. Mazda Motor 
lott a net Y9 at Y581 after ris- 
ing in the morning on news 
that it had won this year’s Le 
Mans 24-hour car race. 

Nippon Carbon added Y30 at 
YB17 on buying by investors 
looking for quick profits. There 
were rumours that a group of 
speculators was interested in 
the issue. 

High-priced small-capital 
Issues retreated cm profit-tak- 
ing. Sega Enterprises, the 
video game maker, fell Y300 to 
Y13.700. The stock had risen 
more than 30 per cent from the 
year’s low recorded is March 
CSK, the computer software 
concern, slipped Y120 to Y5£30 
and Seven-Eleven Y220 to 
YR250. 

Tokyo Steel declined Y110 to 
Y3.090, the year’s low. Inves- 
tors were discouraged by last 
week’s reports that electric fbr- 
nace steelmakers plan to 
reduce steel bar production. 
Others in the sector were also 
weaker, with Godo Steel down 
Y14Q at Y2.000. 

In Osaka, the OSE average 
dipped 235.77 to 26,782.70 on 
volume of l&ftn shares. 
Danger of symbol over sub- 
stance, Page 17 


Roundup 


TOKYO'S weakness depressed 
the Pacific Rim region. Singa- 
pore was dosed. 

MANILA dropped in anxious 
trading on concern over the 
widespread damage wrought 
by the eruption of Mount Pina- 
tubo and the loss of revenue if 
the US army were to withdraw. 
The composite index lost 38.09 
or 3.4 per cent to 1,04653 in 
volume of 101m pesos, after 
Fri day’s 147m. 

NEW ZEALAND eased, with 
thin turnover in some stocks 


exaggerating losses. Brokers 
reported that the change-over 
to automated screen trading 
went smoothly. The Barclays 
index closed 4J5 lower at 
1,487.38 on light volume of 
NZ$85m, after NZ$14-Km. 

Independent Newspapers, 49 
per cent owned by Mr Rupert 
Murdoch’s News Carp, was the 
day’s biggest lnoar as it slipped 
10 cents to NZ$3J5 with just 
2,70 0 share s traded. 

AUSTRALIA fell on futures- 
related selling. The All Ordi- 
naries index lost 85 to L5032 
in volume of A$13lm, down 
from A$156m. Westpac Bank- 
ing shed 11 cents to A$457 as 
35m shares rfinng pH hmdi on 
news that Australian Guaran- 
tee Corp, its finance unit, 
expects a big loss this fiscal 
year. 

SEOUL flfnrinri M glwr a f te r a 
volatile session. The composite 
index was down 11 points by 
mid-afternoon but closed a net 
2.48 up at 593.05 on heavy buy- 
ing by government institu- 
tions. Volume was active at 
Wonl06bn, boosted by pur- 
chases of some 400,000 shares 
by the stabilisation fund. 

TAIWAN surrendered a por- 
tion of Saturday’s sharp gain 
The weighted index was off 
42,54 at 6,090.19 after Satur- 
day’s 99-point rise. Volume 
eased to TS40.4bn (T$42iibn). 

HONG KONG's morning 
gains were erased in the after- 
noon. The Hang Seng index 
was 38 points higher at one 
stage before dosing 4.40 ahead 
at 3^69.54 on t hin v olume of 
HK$750m, after HK$747m. 

BANGKOK was dishear tened 
by last week's plunge. The SET 
index fell 19.05 or 25 per cent 
to 754.49, the lowest level since 
the February 23 coup, on mod- 
erate volume of 19bn baht 

JAKARTA declined as inves- 
tors tried to cut their losses. 
The official index dipped 2.47 
to 370J24 but turnover jumped 
to & 2m shares from L4m. 

BOMBAY dropped sharply 
on fears of a harsh budget The 
BSE index tumbled 56.39 or 42 
per cent to 1J305J33. 


p rofit - taking hit other markets, 
writes Our Markets Staff. 

Dollar-related stocks were 
mostly weak yesterday, after 
the Group of Seven’s warning 
at the weekend that central 
hanka would intervene to con- 
trol a further rise in the dollar. 
Analysts, however, said that 
the long -term outlook for th e 
dollar remained positive. In a 
recent report on the historic 
performance trends of dollar- 
sensttlve stocks in Europe, 
Bnskilda Securities said the 
Hollar would be pushed hi gfaw 
as the attraction of other major 
currencies deterio ra ted, as the 
US economy recovered and as 
corporates further unwound 
hedged positions. 

The report featured 15 conti- 
nental European companies 
which had outperformed their 
r esp e c tive markets as the dol- 
lar advanced in the first half of 
the 1980s. 

MILAN remained disheart- 
ened by last week's news that 
the government Intends to 
force companies to revalue 
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analyst predicted. Fiat slipped 
L35 to TA,ggs, fattfaff to 15,215 
after hours. 

Pirelli was one of the few 
stocks to buck the trend, on 
expectations that talks with 
German tyramaker Continental 
could be re-opened after an 
internal reshuffle at the Italian 
company. The stock rose L29 
or L5 per cent to L2j000. 

PARIS was enlivened by a 
takeo ver bid In the retailing 
sector, as the overall market 
sank L7 per emit an Interest 
rate worries. The CAC 40 index 
lost 3L00 to 1,775.63 in light 
turnover of about FFrL7bn, 
after Friday's FFr22bn. 

Carrefbur dropped FFr78 or 4 
per emit to FFTL8B9 on volume 


of 66J.45 shares after announc- 
ing a bid for Euromarchd, its 
supermarket rival, which was 
suspended until Thursday. 
Although the market took a 
negative view of the bid yester- 
day, row riaaku- fhat flw 
move looked positive for Garre- 
four in the fang iwn i 

Au Prlntemps, the depart- 
ment store company which has 
a large minority stake in Euro- 
marchd, jumped FFr42 or 6t6 
per cent to FFr682. Vhriprix, 
Buromaidte’s majority share- 
hoMer , was su spended. . 

FRANKFORT closed just off 
the day's low as profi&taldng 
wiped out most of Friday’s 
gates. Dealers said that the 
correction was to be expected 


after the exaggerated move- 
ments ob Friday, which had 
been boosted by parliament's 
decision to move to -Berlin and 
the D1S futures expiry. 

While the market was expec- 
ted to consolidate at current 
levels - downside support is 
seen at 1,660-1,670 - dealers . 
were reassured that anyseHing 
had been in volume. - 
The FAZ index, calculated at 

mMwwrim i; . fell LSI to 7 11 B 

while the real-time hay huiw 
dosed 2030 down at 1,69156, 
Just off the day’s low of 
1,689.85. Volume fell to 
DM6i2hn from DM8b6bn. 

Among Wno fhafr 

registered sharp gains on Frt 
day felroW.Bww alidad TSI1I 
lower at DM786 and Siemens 
lost DM7.90 to DM85&8Q. 

ft pariaT g flu flt l rmg h nrimft tho 

trend. Horten, the retailer, rose 
90 pfg to DM217 before Its 
annual meeting tomorrow. 
Sobering, the Berlin-based 
pharmaceuticals company, 
rose DM12 to DM796. 

AMS T ERDAM closed lower 
in light t rading Tfrp CBS Ten- 
dency index fell LI or L2 per 


cent to 94-4. Dollar-sensitive 
stocks were weighed dawn, by 
fears of intervention against 
tin US c u rrency. 

ZURICH eased to dnU trad- 
ing, with the Credit Suisse 
index down 45 at 541.2. 

. There was heavy demand, 
however, for r eg i stered stock 
to 3MH, the watchmaker. The 

shares, trading ex a SFrl2 divi- 
dend, rose £FrS to SFT628 on 
an unconfirmed report that the 
company would jointly pro- 
. dues an environmentally 
friendly ear with Volkswagen 
of Germany. . 

MADRID was. Utile (hanged 
to thin trading. The general 
index edged down GJ1 to 2T&89 
to t u rnover of about Ptaffav 
down from Ptal&lbn. Acesa, 
the motorway operator, rose 
Pta45 to PtaL125 after announ- 
cing E -final dividend of Pta40. 

S TOCKH OLM returned qui- 

Aj^greviiriden 

fell 55 tolJSLO In small voir 
nme of SKriBOm. down from 
SKr3S6m. ISTANBUL was 
dosed for the first of its three 
days of holiday. 


their property assets for tax 
purposes. The uncertainty 


purposes. The uncertainty 
about how the tax would be 
implemented - there have 
been few details owing to a 
strike by journalists - added 
to the gloom. 

The Condi index fell 1L78 or 
2 per cart to 580.96 in volume 
estimated at less than Friday’s 
L200bn. Insurers again led the 
market lower, as the sector 
index lost 3-8 per cent Sal 
plunged LI ,510 or A1 per cent 
to L17.240 and Generali LL030 
or 3.1 per cent to L33£70. 

Some analysts, however, 
believed that the proposed 
revaluation of assets would 
hurt industrial companies 
more than insurance compa- 
nies. “Insurance companies 
will be able to dip into reserves 
to pay the tax while some 
industrial companies wfil have 
to get into debt to do so,” one 
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SOUTH AFRICA 


A DECLINE to gold prices and 
nervousness that the recent 
surge bad been overdone 
prompted a broad retreat The 
all-share Index fell 58 to 3JU9 
while the all-gold index 
plunged 48 to 1,326. The indus- 
trial Index eased 35 to 3^65. 
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US Oaf* Pound Local Local 

Dollar Change Starting Yen DM Currency % dig 

Index % index index index Max on day 


Groan US Pound Local Year 

Ohr. Dorter Sterling Van DM Cwraocjr 1991 1991 ago 

Yield Max Man Max Max Max hOgfa Low (approx} 


Australia (70). — - 

Austria (20) 

Belgium (49) 


Canada (116) 

Denmark (37) — 

Finland (16) 

France (11^ 


Germany (66). 

Hong Kong (55) 

Ireland (18) 

Italy (77) 

Japan (474) — — 

Malaysia (66) 

Mexico (15). 

Nether land (311 

New Zealand (13) 

Norwa 


5^8 139^0 
1^5 187.44 

5.09 127.42 
a34 14094 
1.49 24098 
2.67 102.41 

3.58 128.15 
Z\I 10923 

522 150.59 

3.77 144.37 

3.10 77^8 

073 13043 
246 23052 
147 989.86 
441 133.44 
7.97 47.63 

1.58 194.76 

2.11 195.62 


The year 1990 win be remember- 
ed as a period of trial in contrast 
to file hopefulness of 1989. 

For file Solvay Group, 1990’s per- 
formance was slightly below the 
record 1989 results. Consolidated 
net earnings declined by 4.8%, 
bat were still above file extremely 
high level attained in 1988. 

The Group's policy of diversifica- 
tion paid off, for although results 
were down in Plastics and weak- 
ening in Alkalis and Peroxygens, 
they improved in Processing and 
Health. 


Europe (837).. 

Nordic (111) — 


Pacific Basin (718)... 

Euro -Pacific (1555) 

Norfa America (640) 

Europe Ex. UK (596) 

Pacific ex- Japan (244).... 

World Ex. US (1746) 

Wbrld Ex UK (2032) 

World Ex. So. Al. (2210).. 
World Ex. Japan (1797)- 


3.87 132.64 
154 181>» 
1.10 131.36 
220 13220 
3.18 151.13 
a09 114.70 
4.71 138.31 
226 134.07 
234 13627 
258 138.44 
148 14427 


Ttw World Index (2271)... 


2.5S 13808 


Copyright The Financial Times Limited. Goldman. Sachs & Co. and County NatWest Securities Limited. 1987 
CONSTITUENT CHANGES: At the guartar-end review of die FT-Actuaries World Index, it was decided to make the following constituent changes with effect 
from July 1 1991: AdcfiflortK Telmex L (Mexico), Scottish Power (UK) and RJR Nabisco HUgs. Corp. (US). 

Latest prices wore unavailable for this edition. Markets dosed 21/8/91: Finland and Sweden. 


The past year also marked the 
beginning of our return to Central 
Europe. 

The year 1990 saw further im- 
provements in our management 
philosophy. By starting to move 
toward Total Quality Manage- 
ment, we seek to go beyond just 
quality products and processes; 
we want customers and their 
needs to be our primary concern, 
and in this way improve further 
in service and competitiveness. 

Again this year, Sdvay demon- . 
abated its otoBdetice to the future . 
of the Group, increasing the drvi- ■ 
dead paid to sterehoJdess by 6-4%: 


Baron Daniel Janssen . 
nhwfrman foranithm f!n mmlttnft 
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The annual repoil is amflahte in English. French. Dnlrfi andn rnnmw m rag naat f nrvnthp rvnnp any Bnr mrar y 
Solvay, me duPtiace Albert 33, B-1050 Busses-'. 
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